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ABSTRACT 
Enterprise is probably as old as human history. The 
spirit of enterprise makes man an entrepreneurs. In fact 
entrepreneurs are persons who initiate, organise, manage and 
control the affairs of business unit by combining the factors 
of production for supplying goods and services. It may 
pertain to agriculture, industry, trade or other profession. 
India and other developing countries are abundantly 
rich in natural resources but economically poor owing to lack 
of entrepreneurial skill and calibre. India has shortage of 
adequate funds, technical equipments and managerial 
knowledge. The development of entrepreneurship in India is 
vital for accelerating economic activities and uplift of the 
backward communities. The main aim of our economic 
activities is to raise the standard of living of people. 
This can be attained to a remarkable extent by the 
development of entrepreneurship. The various financial 
institution6 act as catalyst agent to accelerate socio-
economic development through various innovative 
entrepreneurial development programmes. 
The objective of this study is to evaluate the 
performance of financial institutions in the development of 
entrepreneurship among backward communities. Keeping in view 
the objectives of study, the following assumption have been 
made. 
(1) The entrepreneurs of backward communities could not 
avail the facilities provided by financial institutions 
to their full. 
(2) The entrepreneurs of backward communities have done 
something in the field of trading and farming rather 
than in industries. 
The present work has carefully analysed and tested 
these hypothesis on the basis of the performance of financial 
institutions. It may be observed here that through the 
analysis of data almost all the hypotheses have been proved. 
The study has been divided into six chapters. A 
summary of each chapter is given in the paragraphs that 
follow. 
Entrepreneurial development to a large extent depends 
on the supply of finance, which is described as the life 
blood of enterprises. Financial institutions can provided 
finance for entrepreneurial development. For the development 
of entrepreneurship, various commercial banks and development 
banks have been set up in India.. Commercial banks in India 
were unwilling to provide long term industrial finance to 
entrepreneurs. The development banks have been set up for 
accelerating the development of large, medium and small 
industries by providing financial and various other 
development assistance required. 
After Independence, starting with the establishment of 
the Industrial Finance Corporation of India (IFCI) in 1948, a 
number of development banks have been working at all India 
and regional levels. At present there are various financial 
institutions J the Industrial Finance Corporation of India 
(IFCI), The Industrial Development Bank of India (IDBI), the 
Industrial Credit and Investment Corporation of India 
(ICICI), Industrial Reconstruction Corporation of India 
(IRCI) and Small Industries Development Bank of India (SIDBI) 
at the national level. These financial institutions have 
provided financial assistance to entrepreneurs of backward 
communities and areas. These institutions have provided 
loans for medium and long term to entrepreneur of backward 
communities and other entrepreneurs. 
Before a decade there was no facilities available for 
finance to backward communities in Uttar Pradesh, due to 
which the development of entrepreneurship was not possible 
among backward classes. VJithout having the financial 
institutions the development of entrepreneurship is not 
possible. So the government of Uttar Pradesh has set up 
various financial institutions with the help of central 
government for development of entrepreneurship in state viz. 
The U.P. State Industrial Development Corporation (UPSIDC), 
U.P. Financial Corporation (UPFC), Pradeshik Industrial and 
Investment Corporation of U.P. Ltd. (PICUP), U.P. Minority 
Financial and Development Corporation (UPMFDC), U.P. 
Scheduled Castes Finance and Development Corporation and 
District Industries Centres (DIC). 
The U.P. State Industrial Development Corporation 
developes land in industrially potential areas and provides 
sites and sheds to entrepreneurs on easy term. The 
Corporation also provides financial assistance to 
entrepreneurs in the form of underwriting of share capital 
for the projects located in the states. 
It has been observed that UPSIDC has alloted 19684 
acres to entrepreneurs upto the end of March 1991 while 38978 
acres land acquired by the Corporation during 30 years. The 
assistance sanctioned under all schemes by UPSIDC during 
1989-90 aggregated 141.47 recording a 53.55% growth over 
1985-86 (Rs.92.13 crore). Disbursement during 1989-90 
registered a growth of 142.34 per cent to aggregate Rs.101.30 
crore. Assistance sanctioned to entrepreneurs of backward . 
under all schemes by UPSIDC decreased by 9.8 per cent to Rs.68.14 
crore in 1989-90 from Rs.75.24 crore in 1985-86. 
Disbursement, however, increased by 142.24 per cent to 
Rs.60.61 crore from Rs.34.86 crore in 1986-87. 
The U.P. Financial Corporation (UPFC) has established 
in 1954 for providing financial assistance to small and 
medium sector industrial units. Entrepreneur of backward 
communities and minority communities were given special 
attention. In order to exchange these classes of 
entrepreneurs, various facilities have been provided to these 
communities under various schemes. Only 757o of the 
processing fee and 50% of the legal service charges are 
levied on units coming up in backward areas and the 
entrepreneurs belonging to backward classes. The UPFC has 
disbursed Rs.665.66 lacs and Rs.670.35 lacs to entrepreneurs 
of backward communities and minority communities under 
various schemes. 
U.P. Scheduled Castes Finance and Development 
Corporation Ltd. provided financial assistance to the weaker 
section of scheduled castes for their agriculture, cottage 
industries, and technical professions. 
It has been observed that the entrepreneurs of 
scheduled class were provided financial assistance of 
Rs.122.00 lacs in 1980-81 which has increased to Rs.190.23 
lacs in 1985-86, showing an increase of 47.7 per cent. The 
total number of benefitted families under Margin Money Loan 
was 3011 in 1980-81 has risen to about 49428 in 1985-86. The 
efforts of Corporation are helpful in removing unemployment, 
low standard of living among entrepreneurs of scheduled 
castes. 
U.P. Minorities Financial and Development Corporation 
assists such members of minority communities who are capable 
of setting up new industrial units/business or service 
enterprise but can not secure loan assistance from financial 
assistance. The Corporation has provided various schemes and 
services for development of entrepreneurship among minorities 
communities of the state. 
It has been pointed that assistance provided by U.P. 
Minorities Financial and Development Corporation under Margin 
Money Loan Scheme aggregated Rs.101.41 lacs to 1035 units in 
1991-92 recording a growth 262.17 per cent over the 
assistance of Rs.28.00 lacs to 149 units provided in 1986-87. 
The Corporation has organised 4 training camps in 1990-91 
under Entrepreneurial Development Programme as against 3 
camps have been organised in 1989-90. 
In the light of above observation it can be pointed out 
the various financial institutions provided financial 
assistance to entrepreneur of backward areas and backward 
communities. These institutions granted loan in less quality 
to entrepreneurs of backward communities. The entrepreneurs 
of backward communities could not avail the financing 
facilities provided by these institution. 
Under this study an effort has made to evaluate the 
role of financial institutions of Gorakhpur division in 
entrepreneurial development among backward communities. On 
the whole 105 units have been selected from seven districts 
of Gorakhpur division viz. Gorakhpur, Deoria, Basti, 
Siddharthnagar, Maharajganj, Mau and Azamgarh. 
It- has been found that the proprietorship is most 
popular form of organisation in Gorakhpur division. 97 units 
are organised in proprietorship and partnership form of 
organisation. Eight (7.6) remain units are formed as private 
limited company. None of the units was found to be in public 
limited Company form or co-operative form of organisation. 
It could be seen that 53.3 per cent of enterprises at 
Gorakhpur, 53.3% per cent at Deoria, 46.6 per cent at Basti, 
46.6 per cent at Azamgarh, 66.6 per cent at Maharajganj and 
53.3 per cent at Siddharthnagar were proprietiry concerns. 
It was found that entrepreneurship is confined to some 
castes of backward communities. Out of 105 respondents 
covered in the study 71 (67.7 per cent) entrepreneur belong 
to other backward communities except minority backward 
communities, 25 (23.8 per cent) entrepreneurs to minority 
backward communities and 9 (8.5 per cent) entrepreneurs to 
scheduled castes. There is no Tribal entrepreneurs in 
Gorakhpur division under this study. 
The foregoing analysis shows that the only castes 
(Bania) are traditionally engaged in trade and other 
entrepreneurial activities. The entry into business activity 
is mostly confined to certain castes of backward communities. 
This amply proves that hold of the caste structure on 
occupations in Gorakhpur division is getting loosened 
throwing the doors of entrepreneurial opportunities wide open 
to people who are willing to take risk irrespective of their 
caste origin. 
It has been observed that the entrepreneurs of 
Gorakhpur division are not well educated. 45 (42.8 per cent) 
are High School plus, 30 (28.5 per cent) are less than High 
School, 26 (24 per cent) are graduates and post graduates and 
remaining 4 (3.8 per cent) are found in the degree or diploma 
in engineering. So, in Gorakhpur division 101 (96.2 per 
cent) entrepreneurs of backward communities are non,technical 
and the remaining 10 (9.5 per cent) are technically qualified 
as they hold degrees or diploma in engineering. 
In Gorakhpur division 37 (35.2 per cent) units are 
situated in industrial estates, 19 (18.9 per cent) in the 
industrial areas and the rest 49 (46.6 per cent) units 
outside the industrial estates and industrial areas. It was 
observed that most of the units which are located inside the 
town are old. I was told by the respondents that due to the 
Government's regulation and geographical position of the city 
either it is feasible nor advantageous to setup the 
industries in the town. Various entrepreneur who chose to 
establish their units inside the town, they admitted that it 
advantageous in multifarious ways to establish units in the 
industrial areas or estates. 
It has been found that the entrepreneurs of 20 (19 per 
cent) units relied exclusively on their own funds and 
remaining ones sought outside assistance also in building up 
the capital structures of their enterprises. It was found 
that 34 (32.3 per cent) entrepreneurs obtained financial 
assistance from commercial banks, 22 (20.9 per cent) 
entrepreneurs borrowed from term lending institutions 
(development banks) and 18 (17.1 per cent) entrepreneurs 
sought financial assistance from their friends and relatives 
and 11 (10.4 per cent) entrepreneurs managed their finance by 
borrowing from the indigenous banks. 
It has been found that after nationalisation of 
Commercial banks, entrepreneurs of backward communities are 
provided more and more financial assistance. Out of 41 
entrepreneurs who established their units before 1980, 14 
(34.1 per cent) entrepreneurs started their units exclusively 
with their own funds. Out of 64 entrepreneurs who set up 
their units after 1980 (after nationalisation of six 
commercial banks) only 6 (9 per cent) entrepreneurs depended 
totally on their own capital. The majority of entrepreneurs 
of backward communities who started their units after 1980 
took financial help of the outsiders. 
It was also observed that entrepreneurs of backward 
communities are facing the acute financial problems. Short 
term financial needs of entrepreneurs of these communities 
are met from their own resources and through the loans 
provided by commercial banks, rural banks and indigenous 
banks, but these banks are not in position to provide medium 
term and long term loans. Long term loans are provided by 
development banks like U.P. Finance Corporation and U.P. 
State Industrial Development Corporation. The entrepreneurs 
of backward communities are not aware of the institutional 
financing facilities provided by development banks. Only a 
w 
few entrepreneurs of backward communities have availed of the 
facilities. Apart from this, the financial institution and 
banks are not taking proper interest in promoting the 
enterprises of backward communities, by which the new 
entrepreneurs are not coming into existence. The financial 
institutions have provided financial assistance to 
entrepreneurs of urban areas. In rural and semi-urban areas, 
the entrepreneurs of backward communities could not avail the 
banking facilities. So entrepreneurs of backward communities 
prefer to opt for service (profession). 
THE R O L E OF F INANCIAL INSTITUTIONS' IN 
THE PROMOTION OF ENTREPRENEURSHIP 
AMONG BACKWARD COMMUNITIES 
Thesis Submitted for the Award of the Degree of 
Boctor of I^IiilosEoplip 
in 
COMMERCE 
by 
TANWBER ABMTAR 
Vlfid*r thm supervision of 
PROFESSOR NAFEES BAI6 
DEAN & CHAIRMAN 
DEPARTMENT OF COMMERCE 
AUGARH MUSLIM UNIVERSITY 
AUGARH fINDIA) 
1 9 9 2 
> ACCN, 
^ V 
f M t l : , > ^ 
T42.S9 
Professor Nafees Baig 
^At.Ctm., PhJ)., O.Utt.. CASF (Manehatttr) 
iFDEAN, FACULY OF COMMERCE 
& 
CHAIRMAN, DEPARTMENT OF COMMERCE 
r Residence; 27868 
1 Dean :25674 
Phones ( Internal: 327 
I Chairman : 25761 
V Internal 216 
Telex : 664—230 AMU IN 
AUQARH MUSLIM UNIVERSITY 
ALIGARH—202002 
(INDIA) 
TO WHOM_IT MAY CONCERN 
/^ 
This Is to certify that Ph.D. thesis entitled "The 
Role of Financial Institution* in Promotion of Entreprene-
urship Among Backward Communities" submitted by 
Mr. Tanweer Akhtar has been completed under my 
supervision. This work, in my opinion, is suitable for 
submission for the award of Ph.D. degree in commerce of 
the Aligarh Muslim University, Aligarh. 
June 8, 1993 (Professor Nafees Baig) 
Supervisor 
Resideoce : Nafees Manzil, 814-Sir Syed Nagar, Aligath 
THE ROLE OF FINANCIAL INSTITUTIONS IN THE PROMOTION OF 
ENTREPRElfesHIP AMONG BACKWARD COMMUNITIES 
CONTENTS 
Acknowledgements 
Preface 
List of Tables 
List of Figure/Graph 
Page No. 
I-II 
III-VI 
VII-IX 
X 
Chapter I 
Chapter II 
Chapter III 
Chapter IV 
Chapter V 
: Entrepreneurial Development in India 1-21 
: Statement of the Problem 22-47 
: All India Financial Institutions and 48-125 
Entrepreneurial Development 
: Role of State Financial Institutions 126-205 
in Entreprenurial Development 
: The Financial Institutions and Entre- 206-236 
preneurial Development 
(A Case Study of Gorakhpur Division) 
Chapter VI : Findings and Conclusion^ 
Bibliography 
237-256 
257-260 
Questionnaire 261-265 
ACKNOWLEDGEMENTS 
It is my proud privilege to complete this thesis under 
the able guidance and supervision of my learned teacher 
Professor Nafees Baig, Dean, Faculty of Commerce and 
Chairman, Department of Commerce, who has been my teacher 
from the inception of my career as a student of commerce. I 
sincerily express my profound gratitude to him for the most 
valuable suggestion and guidance in the completion of the 
work. I am highly indebted to him that despite his 
multifarious pre-occupation he always spared sufficient time 
to go through the work and offer valuable suggestions. 
I am also grateful to Professor Ishrat H. Farooqui and 
Professor Abdul Farooque Khan, Dr. M. Asif Ali Khan, 
Mr.Qamruddin, Dr. Badar A. Iqubal, Dr. Izhar A. Bilgrami etc. 
for their helping me in many ways. My special thanks are 
also due to Dr.A.Q. Khan and Dr. M. Talha, Lecturers in the 
department for their help and encouragement. 
I would never forgive myself if I fail to express my 
inexplicable gratitude towards my parents/IK^ elder brothers^ 
for the inspiration, affection and constant encouragement 
that I get from them during my present endeavour. 
II 
I must place on record my sincere thanks to Dr. 
Shahabuddin Iraqui, Reader in History, Mr. Khursheed Alam 
Lari, Mr. Nasim A. Lari, Mansoor Anwar Lari and Mr. A. Qadeer 
Lari for their constant encouragement and help at every stage 
of this work. 
I also wish to thank my colleagues Dr. Shakilur Rahman 
Khan, Dr. Aijaz Ahmad, Dr. M. Shoeb Ansari, Ms. Sheeba 
Manzoor, Mr. Ahmad Husain, Mr. Shaukat Ali and Mr. Iqubal 
Sayeed for their help and assistance that I got from them. 
I have received valuable help from a number of friends 
like Mr. Shamsuddin Ahmad, Mr. Noor A. Sadaf, Mr. Syed Aftab 
Alam, Mr. Syed Shahid Perwez, Mr. Syed Tarique Imam, Mr. Syed 
Anis Ahmad, Mr. M. Jalaluddin, Mr. Rehan Iraqui, Mr;:. Sarfraz 
Alam Saifi, Mr. M. Maroof Alam, Mr. Samiullah, Mr. Israfil 
Ansari for which I am thankful to all of them. 
My sincere thanks are due to Mr. Zubair Farooq, Mr. M. 
Rashid Hasan, and Mr Ali Hasan Khan for their cooperation and 
help. 
Finally I thank Mr. Owais Ahmad M/s New Micro Services 
Centre, 5-Gulmarg Complex, Near Purani Chungi, Aligarh for 
typing this work. 
9 June 1993 (Tanweer Akhtar) 
Ill 
PREFACE 
The problem of entrepreneurship appears to be the most 
acute problem faced by the present day developing countries 
and the shortage of entrepreneurs is possibly the rnost potent 
limiting factor of their economic development. The 
development of economy is a stupendous task which nas been 
done by entrepreneurs. The development of entrepreneurship,; 
India is vital for accelerating economic activities and 
uplift of the backward communities. The main aim of our 
economic activities is to raise the standard of living of the 
people. This can be attained to a remarkable extent by the 
development of entrepreneurship. 
The various financial institutions act as catalyst agent 
to accelerate socio-economic development through various 
innovative entrepreneurial development programmes. 
Entrepreneurial development to a large extent depends on the 
supply of finance which is described as the life blood of 
enterprises. Various commercial banks and development banks 
have been set up for accelerating the entrepreneurial 
development in India. Commercial banks provided only short 
The 
term financial assistance. Government decided to set up 
special financial institutions called development banks to 
cateA-to the need of industries. The development banks (IFCI, 
IV 
IDBI, ICICI, Lie, UTI) have been setup and state level 
development banks (SFC, SIDC) have been setup for 
accelerating the development of large, medium and small 
industries by providing financial and various other 
development assistance required. 
In this present work entitled, the role of financial 
institutions in the promotion of entrepreneurship among 
backward communities, an attempt has been made to highlight 
the role of financial institutions (central as well state 
level) in entrepreneurial development among backward 
communities. In this study, an attempt has been made to 
evaluate the role of financial institutions in entreprenurial 
development with special reference to some selected units of 
Gorakhpur division. 
The objectives of the study are : 
(i) To investigate the socio economic background of the 
entrepreneurs of backward communities (ii) To judge the role 
of Government agencies and financial institutions in 
entrepreneurial development (iii) To highlight the main 
problems faced by the entrepreneurs of backward communities 
(iv) To suggest ways means to increase the role conformity of 
entrepreneurship in economic development. 
Frame work - Keeping in view the objectiveiof the study the 
present work has been divided into six chapters. 
In the first chapter an attempt has been made to study 
entrepreneurial development in India and Uttar Pradesh. This 
chapter also deals with the concept of entrepreneurship. 
The second chapter provides the conceptional framework 
of the study. The natiiTe of the problem and objectives of 
study have been defined and a tentative hypothesis has been 
framed. 
The third chapter is devoted to an analysis of the 
working performance of the All India Financial Institutions. 
It also highlights the role of these financial institutions in 
entrepreneurial development. The fourth chapters analysis the 
performance of UP State Financial Institutions in the area 
of entrepreneurial development among backward communities. 
The fifth chapter analyses the performance of financial 
institutions of Gorakhpur division in the development of 
entrepreneurship among backward communities. The sixth 
chapter computes the conclusions of the study and also 
presents the finding of the work. 
Hypothesis - The present study aims to examine and evaluate 
the performance of financial institutionsfor the development 
Vt 
of entrepreneurship. Keeping inview the objectives of the 
study the following assumption have been made 
(1) The entrepreneurs of backward communities could not 
avail of the facilities provided by financial 
institutions to their full. 
(2) The entrepreneurs of backward communities have done 
something in the field of trading and farming rather 
than in Industries. 
Research Methodology - In the completion of this work I have 
relied merly the secondary data, viz journals, reports, 
periodicals, statements. Government publication and other 
literature etc.. for making an examination^ analysis and 
interpretation of the data. Some primary data were also 
gathered by surveying the opinion of entrepreneurs of 
backward communities through the issue of questionnaires. 
Further the ideas and news of Managing Directors and 
executives of Various financial'institutions were ascertained 
through personal intenview'/discussion . etc. with the help of 
these .data and their interpretation and examination fruitful 
conclusions and findings have been, formulated at the end of 
the study. 
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Chapter I 
ENTREPRENEURIAL DEVELOPMENT IN INDIA 
1 
Enterprise is probably as old as human history. The 
spirit of enterprise makes man an entrepreneur. In fact 
entrepreneurs are persons who initiate, organise, manage and 
control the affairs of a business unit by combining the 
factors of production for supplying goods and services. It 
may pertain to agriculture, industry, trade or other 
profession . As such the development and under development 
is the reflection of the development and under-development 
of entrepreneurship in the society. For healthy development 
in agriculture, industry trade and any other sphere of an 
economy, there must be men and women who possess initiative, 
derive, ambition far-sight and imagination to break through 
traditional barrier, overcome social inertia and transform 
theory into prctice. Individual performing these functions 
are the entrepreneurs and their performing these functions 
are the entrepreneurs and their enterprising ability and 
talent can be called entrepreneurship. 
Concept of Entrepreneur and Entrepreneurship: 
The word entrepreneur has a interesting history and it 
appeared first in French long before the emergence of any 
general concept of entrepreneurial function. The early 
1. Murthy, BEVV Narasimha, Entrepreneurship in Small 
Town, Mittal Publication Delhi 1989 p.l. 
2 
sixteenth century men engaged in leading military 
expeditions were referred to as entrepreneur . In the simple 
term it can be explained as that the term entrepreneur was 
used for Army Leaders. In the 17th century it was extended 
to cover Civil Engineering Activities such as construction 
of road, bridge and harbour and fortification contractors. 
The same term was later applied to architects . 
Oxford English Dictionary (1897) defined entrepreneur 
as the director or manager of a public musical institution, 
one who, gets up entertainments, especially musical 
performance. Not until its supplement appeared in 1933 did 
the dictionary recognise that the word had a place in 
business and would mean "one who undertakes an enterprise 
especially a contractor .... acting as intermediary between 
capital and Labour". The Concise Oxford Dictionary defines 
entrepreneurship as "readiness, initiative and daring for an 
3 
undertaking". 
Richard Cantillan, a French Banker was probably the 
first to deal with an entrepreneur in the mid of eighteen 
century. Cantillan defined the entrepreneur as one "who buys 
1. Cochran, Thomas C., "Entrepreneurship", International, 
Encylopaedia of the Social Science, Vol.5 Macmillon 
Company and Press, 1968, pp 87-91. 
2. Gautara, Vinayshil, Entreprise and Society Concept 
Publishing Campany, Delhi 1979, pp 87-91, pp 87-91. 
3. Gupta, M.C. Entrepreneurship in Small Scale Industries, 
Anmol Publications, New Delhi 1987, p.25. 
factor services at certain prices, with a view to selling 
their product at an uncertain price in the future, and as 
such becomes a bearer .of an uninsurable risk. Entrepreneurs 
carry on the production and exchange of goods at risk facing 
the possibility of bankruptcy, when the demand for their 
product is depressed. 
Frank knight defined entrepreneurship on similar way. 
He prpounded the theory that the entrepreneurs are 
specialised group of people who bear risks and deal with 
uncertainty. According to him "entrepreneur is the economic 
functionary, who undertakes such responsibility as by its 
very nature cannot be insure, nor capitalised has salaries, 
he also guarantees specified sums to others in return for 
assignments made to them. But to Adam Smith, the father of 
Political Economy, the entrepreneurs was a proprietory 
capitalist, a supplier of capital and at the sometime 
working as a manager intervening between the labour and the 
consumers. Adam Smith also treated him as employer master, 
merchant, and undertaker but explicity identified him with 
capitalist, probably in view of the english economic 
3 
background. 
1. Cantillon, Richard, on the Nature of Commerce in 
General in Early Economic Thought, ed. A.E. Monroe 
Harvard University Press, Cambridge, Mass, 1951. 
2. Frank H.Knight, "Risk uncertainty and Profit "Studies 
in Economic Development, Ed., Bernard Ivand Richard 
W.Richardson p.245. 
3. Rao, N. Gangadhar, Deep & Deep Publication, New Delhi 
1986, p.17. 
4 
J.B. Say identified enterpreneur as an organiser and 
speculator of enterprise. According to him "the entrepreneur 
is an economic agent who unites all means of production 
the labour force of the one, the capital OY the land of the 
other and who finds in the value of products, which result 
from their employment, reconstitutions of the entire capital 
that he utilises and the value of the wages, the interest 
and the rent which he pays as well as profits belonging to 
himself. He stressed the function of capitalist is to 
finance the enterprise where as entrepreneur is an organiser 
and speculator of business enterprises. 
Walras defined entrepreneur as an agent who buys raw 
materials from other entrepreneurs, hires land from land 
owners, personal aptitudes from workmen, capital goods from 
capitalist and sells the products that result from this 
2 
co-operation or combination of there services his amount. 
Walras's view reveals that entrepreneur is an organiser who 
performs productive process bycDmbining the various factors 
of production, but he ignored the risk bearing character of 
entrepreneurship without which it is not possible to make 
any significant break through in the course of time. 
1. Say, J.B. "Catechism of Political Economy" Sher Wood 
London 1815 pp. 28-29. 
2. See Joseph A Schumpeter The Theory of Economic 
Development Combridge, Mass, harward University Press 
1959 pp. 89, 105. 
Joseph A. Schumpeter probably is the major contributor 
to the literature on the conceptualisation on the entrepren-
eur. For the first time he identified human agent at the 
centre of process of economic development. He considered 
entrepreneur as an innovator, who carries out new 
combinations to initiate and accelerate the process of 
economic development. Innovations according to him occur in 
the following five forms. 
1) The introduction of new goods - that is, one with 
which consumers are not yet familiar or of a new 
quality of goods. 
2) The introduction of a new method of production, that 
one not yet tested by experience in the branch of 
manufacture concern. 
3) The finding of a new market, a market into which the 
particular branch of manufacture of the country in 
question has not previously entered, whether or not 
this market has existed before. 
1. Murthy BEVV Narasimha, op. cit p.5. 
4) The conquest of a new source of supply of raw 
materials or half manufactured goods, irrespective of 
whether this source already exists or whether it has 
first to be created. 
5) The carrying out of the new organisation of any 
industry, like the creation of a monopoly position or 
1 
the breaking up of a monopoly position. 
Thus according to schumpeter, entrepreneur is a person 
who foresees the opportunity and tries to exploit it by 
introducing a new product, a new method of production, a new 
market, a new source of raw materials on a new combination 
of factors of production. He read not to be a capitalist nor 
2 
manager. 
The classical and neo-classical scholars did not 
highlight the problems of under developed contries in their 
definitjons of entrepreneur and entrepreneurship, but modern 
scholars have adopted the balance as well as practical 
approach in understanding the concept of entrepreneurship. 
1. Joseph A. Schumpeter op. cit pp.66, 74,90. 
2. Gupta M.C. op.cit. p.30. 
Entrepreneurs in underdeveloped countries are faced 
different types of problems as compared to developed 
countries likes imperfect market and lack of skilled labour 
and capital. It should be considered by modern scholar in 
their definitions of tentrepreneur and entrepreneurship. The 
entrepreneurs of developing countries have to perform 
multiple functions to run entreprise successfully. 
Tandon has defined entrepreneur as "an especially 
talented and motivated person who undertakes the risk of a 
business by arranging and combining the factors to establish 
it and who sees and visualises opportunities for introducing 
and accepting the new ideas with regard to production 
technique, nature of products, form of organisation, 
acquisition of new managerial personnel, changes in 
administrative organisation, new source of plan for 
expansion of the enterprise. He need not be a person who 
employs his own capital; he need not be a scientist who 
produces machines. But he is a person who knows the art of 
changing the production function for using the economic 
potential of various factors of production. 
In a nut shell, entrepreneurship involves a whole 
range of aptitudes and capabilities of an enterprising 
1. Tandon, B.C., Environment And entrepreneur, Chagh 
Publication Allahabad, 1975, p.43. 
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person like the capacity to bear risks to forecaste 
prospects of an enterprise, to organise various factors of 
production to manage various affairs of business, to 
innovate or to initate new things confidence and competence 
tit meet unforeseen and adverse situation etc. Enterpreneurs 
are persons who initiate organise and control the affairs of 
business unit that combine factors of production to supply 
goods and services whether the business pertains to industry 
trade as profession. 
From the above analysis of the concept of entrepreneur 
and entrepreneurship it is obvious that the writers have 
given different views regarding functions of an entrepreneur. 
Economists like cantilon J.B. Say, Knight and other 
stressed risk bearing as the specific functions of an 
entrepreneur.According to Marshall the main functions of an 
entrepreneur were to manage and organise. Schumpeter 
recognised innovation of enterprise as the important 
functions of an entrepreneur. While modern economists have 
observed that an entrepreneur has to perform multiple 
functions for successful operation of an enterprise. 
1. Gupta M.C., op.cit.,p.34. 
2. Evens, George Hirberton, The Entrepreneur and Economic 
Theory American Economic Review 1949, p.38. 
Arthur H. Cole described an entrepreneur as a decision 
maker and described the following functions of an 
entrepreneur. 
1. The determination of those objectives of the 
enterprise and the change of those objectives as 
conditions required or made advantageous. 
2. The development of an organisation including efficient 
relations with subordinates and all employers. 
3. The securing of adequate financial resource, the 
relations with existing and potential investors. 
A. The requistion of efficient technological equipment 
and the revision of it as new machinery appeared. 
5. The development of a market for the products and the 
devising of new products to meet an anticipate 
consumers demand. 
6. The maintenance of good relations with public 
authorities and with society at large. 
Modern writers have emphasised all the three functions 
innovation risk-taking and organisation. In the initial 
stage of the establishment of an enterprise are may have to 
1. Tandon, B.C. op.cit. 45. 
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bear risk manage, innovate, organise and take decisions all 
by oneself. He manages the day to day activities of the 
enterprise. He takes business decisions and works of a 
a manager too. But • as enterprise grows, entrepreneur deal 
with more number of workers, more complex and technical 
problems and more complex relationship with suppliers, 
customers, and government. Entrepreneurial functions are 
divided into number of persons specialised in their 
respective fields. 
Accepting these definitions as new concepts of 
entrepreneur and entrepreneurship, we now shift to make an 
analysis of the entrepreneurial development in India. 
India and other developing countries are abundently 
rich in natural resources but economically poor owing to 
lack of entrepreneurial skill and calibre. India has 
shortage of adequate funds, technical equipments and 
managerial knowledge. The skills of IndiaP entrepreneurs 
particularly handicrafts industries like textiles, enjoyed 
worldwide reputation in ancient times, as attested by the 
use of Indian muslim in wraping Egyption mummies. During 
the seventeenth century, there were a number of 
entrepreneurs in major trading areas in the Indus River 
1. Tandon, B.C. op.cit. 46. 
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Valley of the North Western India (much of which is 
presently a part of Pakistan) in the North Eastern India 
around the Gangages river and its tribularies, and in 
Southern India's coastal areas who were engaged in foreign 
trade, in the Eighteen century. Indian merchents, brokers 
and company servants (of east India company) dealt with 
European companies. During seventeenth and Eighteenth 
Centuries, Indians were involved as financers in changing 
money, providing bills of exchange, loaning to Government 
2 
and loaning to private parties (including Europeans) . 
Upto 1850 the major economic and commercial 
development in India centred round the growth of British 
private enterprise in banking, insurance indigo plantations, 
steamships, cotton pressed, tea planatations and coal mines 
and activities associated with growing external trade with 
Britain. Even after 1850 upto the First World War British 
capital in all such Industries increased along with British 
entrepreneurs, Indian merchants mainly Parsis began to play 
1. Ruddar, Datt and Sundram K.P.M., Indian Economy, Niraj 
Prakashan, New Delhi, p.144. 
2. Gadgil, D.R., Organining of Modern Business Class - An 
Interim Report, Institute of pacific Relations, New 
York 1959. 
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an important part in the growth of Cotton textile industry 
in Bombay and later in Kanpur and Ahmedabad. They made 
investments in textiles industry in which Indian Traders cum 
entrepreneurs could rely on domestic market. The necesary 
technology could be easily imported and there was limited 
requirement of skilled labour in which country was 
deficient. The unskilled labour was in demand and its supply 
was also easy. All these reason made it possible for the 
Indian enterprises to came up and spread in the textile 
l 
industry. 
In the process of investment the most important 
development was the Jamshad Jee Tata. The parsi entrepreneur 
established the first steel industries at Jamshedpur in 
1911. After the attainment of success in the establishment 
of a steel mill by an Indian followed a wake of enterprises 
by Indian entrepreneurs in various other fields and as 
industrialisation proceeded, though at its slow pace, 
British and indigenous enterprises to intepenetrate many 
common fields and industries. Indian enterprises entered 
into coal mining, tea and jute industries and similarly 
British entrepreneurs took interest in Cotton textile 
industry. The growth in Industries come essentially from 
1. Tandon, B.C. op.cit. pp. 68-69. 
2. Ibid pp. 69-70. 
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three communities the Parsis the Gujraties and the 
Marwaris. 
The predominance of these trading Communities, might 
have lead to the growth of carporate sector in and around 
Bombay, Calcutta and Ahmadabad. By 1919, there were 111114 
companies (not all of them industrial concerns) which were 
mostly functioning in an around these cities with a capital 
investment of Rs.290 croes. In 1945, the numbers of 
companies had gone up to 14859 and the capital investment 
had risen to Rs.389 crores. The development that took place 
did bring about either a degree of regional balance or major 
structural changes in the Indian economy. The entrepreneurs 
who contributed to this development were mostly drawn from 
known business houses and families such as Birla Tata, 
2 
Dalmia-Jain, Bangur and Thapar. 
After Independence there came a revolutionary change 
in economic frame work of the country. The new Government 
took step for accelerating industrial development. The Five 
year plans provided the necessary framework, by which the 
objectives of balanced regional development and accelerating 
the rate of economic development have been achieved to 
1. Ibid, pp. 69-70. 
2. Murthy BEVV Narsimha op. cit pp. 26-27. 
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some what. Other policies of the government such as the 
policy of import substitution, the industrial policy and 
such other forces have also contributed to the growth of 
entrepreneurship during plans period. 
The achievements in the industrial field during the 
plann period have been significant in many respects. The 
growth rate of industrialisation was rapid from 1950-51, to 
mid 60s, followed by a lower growth rate in the subsequent 
years. The annual rate of industrial growth has been six 
percent during the period 1951-85. This rate was 7.3, 6.6, 
9.0, 4.7, 5.9 and 6.0 percent from the first to six plans 
respectively. The growth rate of industrialisation during 
seventh plan (1985-90) was 8.5 percent.'^  
The industrial entrepreneurial function has been 
facilitated by increased production of total industry 
inducements to small scale industries and the formation of 
2 
industrial estates. With this background of entrepreneurial 
development in the country, we will now examine the 
development of entrepreneurship in U.P. 
1. Civil Service Chronicle, June 1991, p.63. 
2. Murthy BEVV Narsimba op cit. 28. 
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Entrepreneurial Development in U.P. 
Uttar Pradehs forming part of the great Indo-Gangetic 
plain in India has been the bad rock of Indian civilisation 
since millenia past. Endowed with rich natural resource, 
salubrious climate and fertile agro-climatic condition. U.P. 
is the culmination of human endeavours in fields diverse 
cultural, social, economic and religions. 
Uttar Pradesh spread over 294411 square kms is the 
fourth largest state in the country after M.P. Rajasthan and 
Maharashtra. It covers about 97. of the total area of India. 
It is situated in tropical region between 23°52 and 31°18 
north of the equator Tibet and Nepal on the north, Himachal 
Pradesh on the north west, Haryana on the west, Rajasthan on 
the south west and Bihar on the east. There are 63 districts 
in U.P. 
According to the provisional figures of the 1991 
census the population of the state was 138760417 accounting 
for about 16.44 percent of the country's population. Uttar 
Pradesh occupied 27th place in literacy amongst the states 
and union territories in India. The rate of literacy was 
41.71 percent in 1991 against all India rate of 52.11. 
1. Manorma Year Book 1992 p.649. 
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The density of population was 471 per sq. km. as against the 
country's 267 in 1991.•"• 
The distribution of population by religion was Hindus 
83.37o, Muslims 15.9 percent, christians 14 percent and sikhs 
,04 percent in 1981 of the state's population, scheduled 
castes and scheduled tribes accounted for 21.2 percent and 
2 percent respectively. The Government has listed 66 castes 
as Backward classes but no poupulation data about there is 
available. 
Uttar Pradesh is one of the industrially backward 
states in the country. Despite covering an area of about 
3 lakh sq. kms. It occupies an insignificant place on the 
industrial map of country. Keeping in view the urgent need 
of rapid industrialisation, many steps have been initiated 
to accelerate the industrial development of state. The 
government of the U.P. has fraaed various programmes and set 
up a number of institutions to cater to need of existing and 
prospective entrepreneurs. The Industrial Development 
Authority is one of the most important programmes to solve 
the problems of entrepreneurs. Under this programme U.P. 
Government established New Okhla Industrial Development 
1. Source Census of India 1991 Provisional Population 
Tables. 
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Authority (NOIDA) in Ghaziabad district. In order to 
develop the central and Eastern part of the state on the 
line of NOIDA, three more industrial authorities namely 
Sathariya Industrial Development Authority (SI DA) Gorakhpur 
Industrial Development Authority (GIDA) and Greater Noide 
Industrial Development Authority (GNIDA) have been formed. 
These authorities solve the problems of infrastructure 
facilities of entrepreneurs facing in this backward region. 
The endeavour is that chain of small and mediun scale 
industries be set up in this area and all the necessary 
facilities be provided to them. 
Special efforts have been made of making available the 
better services in view of increasing the industrial 
production in the state. As many as 107 industrial areas and 
115 Industrial states have already been developed in view of 
providing better services to the entrepreneurs. 
Infrastructural facilities are being developed at the block 
level in view of making the development blocks as model 
point of industrialisation. Under this scheme Mini 
Industrial Estate are being set up in each Industrial 
Estate. So far 67 Mini Industrial Estate have already been 
established. 
1. India 1991 p.943. 
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The economy of the state is rural based. Unemployment 
is rampant. Poverty is common and illiteracy is wide spread. 
Poverty is common and illiteracy is wide apread. For 
eradication of powerty and reduction of unemployment in the 
state the process of industrialisation should be initiated. 
Entrepreneurial development has to play the most significant 
role which would be possible only with the development of 
small scale industries, which are labour internsive and 
capital light. The development of small industries in the 
state not only will help to provide maximum employment with 
a minimum and limited recources invertible resources, but 
will develop local entrepreneurial talent and dispersal of 
industries to a great extent. So more emphasis has been 
given on rapid growth of small industries in the state 
during the last few years, as is evident from the following 
table. 
1. Akram S. Development of Industrial Entrepreneurship in 
North Bihar, Mittal Publication, Delhi, 1989, 
pp.199-200. 
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Table No.l.» 
Development of Small Industries in U.P. 
Year 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
199-91 
No. of small 
Industries 
68426 
82037 
95847 
110710 
127294 
146187 
167062 
100212 
216231 
246497 
Estimated 
production 
(in crore fe) 
1318.00 
1518.00 
1846.00 
2143.00 
2464.00 
2830.00 
3234.00 
3682.00 
4186.00 
4471.12 
No. of persons 
employed 
691145 
7751.49 
850149 
920756 
1007830 
1102295 
1200459 
1312637 
1445060 
1592037 
Source: Progress Review, Directorate of Industries Govt, of 
U.P. 1991-92 p.19. 
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As is reflected in the above table, the total number of 
small units is uttar pradesh was 68426 in 1981-82 which has 
risen to about 246497 in 1990-91. There has been 3.6 times 
increase in the number of small units during the period. 
These industries were providing employment to more than 
1592037 people of the state in 1990-91 as against 691145 in 
1981-82. There has been 2.3 times increase in the number of 
persons employed. 
During the past few years, there has been faster 
development of engineering, chemical, electronic and 
agro-based industries in the state. This development of 
small industries is closely related to the development of 
infrastructural facilities, arrangements for providing 
inputs and guidance to entrepreneurs. In order to accelerate 
the development of small industries in backward region, the 
state government has taken some concrete steps in recent 
past. 45 out of 63 districts of the state have been declared 
industrially bakcward. The new strategy adopted by the state 
Governm,ent is to stengthen the DIC's and other 
functionaries so that the establishment of new small 
industries in backward regions could be properly assisted 
and supervised. Highest priority is being accorded to the 
removal of regional imbalances by developing areas . By the 
1. Gupta, M.C. op. cit. 13. 
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end of seventh five year plan 21625 small industries units 
were set up. Articles worth Rs. 41.86 crores were produced 
by these units providing employment to 1445060 person. 
Similarly 939 Medium and Large Scale Industrial Units were 
set up. These units produced articles worth Rs.10980 crore 
and provided employment to 448938 persons. The total 
investment in these units is to be tune of fe. 7842.98 crores. 
CONCLUSION 
It may be observed in conclusion that the function of 
an entrepreneur is a significant activity which reflects in 
the over all development of the country, states, and 
particular area. An analysis of the growth and development 
of entrepreneurship in India reveals that industrial 
entrepreneurs have played a vital role in the economic 
development. 
In U.P. also, the growth of entrepreneurship has acted 
as a catalyst of development of small scale industrial units 
in state. The next chapter will be devoted to investigate 
the problems of entrepreneurship development in the state. 
It will also state the objectives of the study and the 
methodology aspects of our study. A survey of literature 
available on the subject will also be made. The chapter will 
Infact provide a conceptual frame work under which the whole 
study will be accomplished. 
1. India 1991 p. 943. 
Chapter I I 
STATEMENT OF THE PROBLEM 
22 
In the preceeding chapter we have seen that 
entrepreneurship plays a major role in economic development. 
The development of economy is a stupendon task which has 
been done by entrepreneurs. It was also observed that 
development of entrepreneurship in India is vital for 
accelerating economic activities and uplift of the backward 
communities. The main aim of our economic activities is to 
raise the standard of living of the people. This can be 
attained to a remarkable extent by the development of 
entrepreneurship. This chapter will provide an opportunity 
for discussing and analysing the problem of entrepreneurial 
development and its impact on the growth of backward region. 
The chapter will state the problems to be tackled in this 
particular dissertation. The various institutions which act 
as catalyst agents to accelerate socio-economic development 
through various innovative entrepreneurial development 
programmes of these regions will also be the focuss of our 
analysis in this chapter. 
Objective of the study: 
The objective of this study is to evaluate the 
performance of financial institution in the development of 
entrepreneurship among backward communities. The main 
objectives of the study may be enumerated as below; 
9 3 
1) To evaluate the performance of financial institutions 
in development of entrepreneurs of backward 
communities. 
2) To highlight the main problems faced by the 
entrepreneurs of backward communities. 
3) To evaluate the performance of the entrepreneurs in 
terms of sales, profits, production capacity, 
utilisation of employment potential etc. 
4) To judge the impact of Government policies and 
facilities in the promotion of entrepreneurship among 
backward communities. 
5) To identify the socio-economic origins of entrepreneurs 
of backward communities. 
6) To examine the effect of socio-economic back-ground of 
the entrepreneurs and their role in the development of 
entrepreneurship in small town. 
7) To suggest ways to increase this role in conformity 
with the financial institutions in the promotion of 
entrepreneurship among backward communities. 
Hypothesis 
As mentioned in the preceding paras the present study 
aims to examine and evaluate the performance of financial 
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institution for the development and growth of entrepreneurs. 
Keeping inview the objectives of the study, the following 
assumptions have been made:-
1) The entrepreneurs of backward communities could not 
avail of the facilities provided by financial 
instituions to their full. 
2) The entrepreneurs of backward communities have done 
something in the field of trading and farming rather 
than industries. 
Research Methodology 
In the present study I have mainly relied on the 
secondary source such as journals, reports, periodicals, 
statements, government publication, other literatures etc 
for making an examination, analysis and interpretation of 
the data. The information and data so collected will be 
systematically arranged analysed and interpreted for 
arriving at certain conclusion with regard to investment 
policy of financial institution and then all round 
development and growth in the context of Indian economic 
scence. Also the primary data will be gathered by surveying 
the opinions of various committees and Boards appointed by 
the Government. Further the ideas and views of Managing 
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Directors and executives of financial Institutions will be 
ascertained through personal interviews/ discussions. 
The statistics relating to the various aspects of the 
entrepreneurial development among backward communities have 
been drived from the annual reports and accounts of All 
India Financial Institutions and State Financial Institutions 
of U.P. The work of presentation of statistics, their 
analysis, their interpretation, the derivation of 
conclusions and the formulation of policies have been done 
for the most part on the basis of official data. As a result 
this study may have some limitations as the cent percent 
authenticity of secondary sources can not be ensured. 
Conceptual Framework 
In the present study an attempt has been made to 
evaluate the role of financial institution in the promotion 
of entrepreneurship among backward communities with special 
reference to financial institution of U.P. Entrepreneurial 
development to a lirge extent depends on the supply of 
finance which is described as the life blood of enterprises. 
Financial instituion can provide finance for entrepreneurial 
development. Hence it was necessary to set up financial 
institutions for providing different types of facilities to 
2S 
entrepreneurs. For the development of entrepreneurship, 
various commercial banks and development banks have been set 
up in India. Commercial banks in India were unwilling to 
provide long term industrial finance to entrepreneurs, 
Commercial banks could not provide long term financial 
assistance to large and medium scale industries. So the 
Government decided to set up special financial instituions 
called development banks to cater to the needs of 
industries. The development banks have been set up for 
accelerating the development of large, medium and small 
indutries by providing financial and various other 
development assistance required. In other words, the 
development banks in the country concerned primarily to 
provide financial support to industrial undertakings. The 
financial support may be in the form of loans, underwriting 
of and/or direct subscription to the shares and debentures 
of public limited companies, the guaranteeing of deferred 
payments for machinery imported from abroad or purchased 
within the country, and foreign currency loans raised by 
industrial concerns from foreign institutions. 
After Independence, starting with the establishment of 
the Industrial Finance Corporation of India (IFCI) in 1948, 
a number of development banks have been working at all India 
and regional levels. At present there are various 
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institutions the Industrial Finance Corporation of India 
(IFCI), Industrial Development Bank of India (IDBI), 
Industrial Credit and Investment Corporation of India 
(ICICI), Industrial Reconstruction Corporation of India 
(IRCI) and small Industries Development Bank of India 
(SIDBI) at the national level. Apart from these development 
banks, industries in India are financed by institution like 
Industrial co-operative, Unit Trust of India (UTI) life 
Insurance Corporation (LIC) and investment Companies. 
The Industrial Development Bank of IDBI was 
established on July 1, 1964 under the Industrial Development 
B.'nk of India Act as a wholly owned subsidiary of the 
Reserve Bank of India. It promotes the establishment of new 
enterprises especially in key industries and assists 
projects both in the private and public sector. The 
authorised share capital of IDBI was raised in May 1980 from 
ft.100 crores to fe.200 crores by a notification of Government 
of India. 
The Industrial credit and Investment corporation of 
India (ICICI) was set up in 1955 to encourage and assist 
industrial development in India. ICICI's authorised capital 
1. Cherumilam, Francis, Industrial Finance, Himalaya 
Publishing House, Bombay, 1987, p.126. 
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is fe.50 crores, of which fe.5 crores is equity shares of 
1^ .100 each was originally issued and paid up. 
Industrial Reconstruction Corporation of India (IRCI) 
which was established in 1971 which the main objective of 
assisting the revival of sick units was replaced by 
Industrial Reconstruction Bank of India (IRBIO in 1985. The 
IRBI has to function as the principal all India credit and 
Reconstruction Agency for Industrial revival, assisting and 
promoting Industrial development and Rehbilitating 
industrial concerns. It has also to co-ordinate similar work 
2 
of other institutions engaged in this field. 
The Industrial Finance Corporation of India was 
established in 1948 by a special enactment to provide medium 
and large-term credit to large scale industries organised as 
public limited companies or co-operative societies 
incorporated in India engaged or proposed to engage in 
manufacturing preservation or processing of goods, mining 
generation and distribution of electric power or any form of 
power transport shiping and hotel industries. The authorised 
capital of IFCI is fe.20 crores. 
1. Ibid. p.135. 
2. Ibid, p.139. 
3. Ibid, p.131. 
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Small Industries Development Bank of India (SIDBI) was 
established in April 1990 as a wholly owned subsidiary of 
Industrial Development Bank of India. The authorised capital 
of (SIDBI) is fe.50 crores. It is designed to function as the 
principal financial institution for promotion financial and 
development of industry in the small scale sector and to 
co-ordinate the functions of institutions engaged in similar 
activities. 
State Level Financial Institutions - Various state 
governments have also set up state Financial corporations 
under special statute, of the central government for the 
purpose to provide industrial finance to entrepreneurs. The 
state Industrial Development Corporations and State 
Industrial Investment Corporations have also been setup to 
promote new project in the states. There are also few 
regional development corporation for backward areas 
development and small industries development. Over the years 
of state level institutions have provided approximately 207o 
2 
of the total finance granted by the institutions. 
Financial Institution in U.P. -
The U.P. Government has a well organised institutional 
arrangement for providing services and inputs to industry. 
1. Annual Report of Small Industries Development Bank of 
India 1990-91 p.12. 
2. Parekh, HT. The story of a Development Bank, ICICI, 
1955-1979. 
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About fifteen financial agencies, 63 District Industries 
Centre, State Bank of India, nationalised Banks, Co-operative 
Banks, Regional Rural Banks, and Regional Developmental 
Corporations are in service to promote entrepreneurship in 
U.P. State. The economic development and indstrial 
development of the developed districts of U.P. could be 
possible by these institutions. The major financial 
institutions functioning in the state for promoting 
Development of entrepreneurship are as follows. 
Uttar Pradesh Financial Corporation (UPFC) was 
established on November 1st 1954, by the Government of Uttar 
Pradesh under the State Financial Corporation Act 1957 with 
its Head Office at Kanpur. The corporation provides 
financial assistance up to 60 lakhs to the small and medium 
scale units located/ proposed to be located in the state of 
Uttar Pradesh for acquisition of fixed assets i.e. land 
building plant and machinery. 
U.P. State Industrial Development Corporation Ltd. 
(UPSIDC) is a Government Company registered under the 
companies Act 1956. It was incorporated in March 1961. Its 
Head Office is located at Kanpur. The UPSIDC arranges for 
the necessary infrastructure facilities particularly 
acquisition of land and its development into industrial 
areas, setting up Joint Sector Project, equity participants, 
for technical entrepreneurship underwriting of shares 
saction of bridging loans etc. 
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The Pradeshiya Industrial Corporation of U.P. Ltd 
(PICUP) was established as a public limited company on March 
29, 1972 by the Government of Utter Pradesh for the 
promotion of medium, and large scale industries in the state 
with the primary function of a State Industrial Investment 
Corporation undertaking such activities as may be neccessary 
to catalyse industrial investment. Its Head Office is 
located at Lucknow. 
Backward Communities 
The social base of entrepreneurship is an important 
factor influencing the pace of economic development. If 
certain social groups alone produce a large and capable body 
of entrepreneurs, the means for such impetus may be of 
relevance and use to the entire society. In several 
countries entrepreneurs have emerged from a particular socio 
economic class. In India entrepreneurship is confined to a 
few groups or communities. From the very begining 
entrepreneurship activities in the field of industry, trade 
and other profession have been concentrated in certain 
religious groups like the parsi, the Gujrati, the Marwari 
and the Sindhi. The spirit of enterprise did not permeate 
among backward communities of the society. 
Now the question naturally arises as to what backward 
communities? Backward communities are such castes and 
32 
classes that have been declared socially and educationally 
backward. In this study I include scheduled castes, 
scheduled Tribes, and other backward classes (OBCs) in 
backward communities, bcause these classes are socially 
educationally and economically backward. The scheduled 
castes and scheduled Tribes are constitutionally defined 
categories. The scheduled castes are largely the farmer 
untouchable caste and include Hindu and Sikhs only. An 
additional category" other backward classes" (OBS's) are 
groups including Muslims that have been declared socially 
and educationally backward. There three groups comprise some 
75 percent of India's population. 
So far as castewise population is concerned, the 
systematic castewise enumeration of population was 
introduced by the Registrar General of India in 1881 and 
discontinued in 1931. In view of this figures of castewise 
population beyond 1931 are not available. But assuming that 
the inter rate of growth of population of various castes, 
communities and religious groups over the last half a century 
has remained more on less the some. Table 2 shows percentage 
distribution of Indian Population by caste and religious 
groups. 
Table 2 shows that the population of Hindu OBCs could 
be derived by substracting from the total population of 
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Hindu, the population of scheduled castes scheduled Tribes 
and that of forward Hindu castes and communities and it 
worked out to 52 percent. The population of Hindu OBC's and 
non Hindus OBCs are 43.70 percent and 8.4 percent 
respectively. Thus the total population of Hindu and non 
Hindu OBCS added upto nearly 52% of the Indian populatiohn. 
BACKWARD COMMUNITIES IN U.P. 
No castewise break-up of the population is now 
maintained. Even so, it can be safely stated that the three 
upper castes-Brahmins, Kshatriyas and vaishyas, who have 
dominated the political and economic scene over the 
centuries, are in a minority. A major group comprises are 
known as the backward classes, scheduled castes and Tribes. 
They constitute 60 percent of the population. There are 66 
communicaties recognised as scheduled castes in the U.P. 
Their population according to the 1981 census is 
approximately 21 percent, the tribal population is largely 
concentrated in the hill, terai-bhabhas and vindhya region. 
The central government has recognised five of the tribal 
communities viz. Tharus, Bhoksas, Bhotias, Jansaris and 
Rajis as Scheduled Tribes. The total tribal population, 
according to the 1981 census was 0.21 percent of Total 
population. 
1. Mathur, M.B. Uttar Pradesh, National Book Trust, 
INDIA, New Delhi, 1990, p.15. 
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In Uttar Pradesh, the backward classes include 37 
Hindu and 21 Muslim communities. The U.P. Backward class 
commission was appointed in October 1975 and submitted its 
report June 1977 on the basis of the criteria of poverty, 
illiteracy dwelling, profession, and demeaning profession, 
caste, social inequalities, inadequacy of representation in 
trade and commerce the commission prepared three list of the 
OBCS. List A consisted of 36 castes mostly having little is 
no control over, land, list B consisted of 18 peasant castes 
having some convection with land which includes yadavs, 
Gujars, Kurmis etc. List C included 23 Muslim backward 
castes. But uttar Pradesh government accepted 37 Hindu and 
21 muslim castes as backward communities. 
Table 2-1 
Percentage Distribution of India Population by caste and 
religious Groups 
Group Name Percentage of 
Total Population 
A. Scheduled caste and scheduled Tribes 
Scheduled Castes 15.05 
Scheduled Tribes 7.51 
Total of A 22.56 
1. Mandal Commission Report of the Backward classes 
commission 1980, Akalank Publication Delhi, 1991. 
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B. Non Hindu Communities Religious Group 
Muslim (other than STs) 11.19 (0.02) 
Christians (other than STS) 2.16 (0.44) 
Sikhs (other than SCs & STs) 1.67 (0.22) 
Budhists (other than STs) 0.67 (0.03) 
Jains 0.47 
Total of B 16.16 
C. Forward Hindu Castes & Communities 
Brahmins (including Bh.umihars) 5.52 
Rajputas 3.90 
Marathas 2.21 
Jat 1.00 
Vaishyas - Bania etc 1.88 
Kayastha 1.07 
Other Forward Hindu castes (groups) 2.00 
Total of C 17.58 
D. Backward Hindu Castes & Communities 
Remaining Hindu Castes/groups which 
came in the category of "other 
backward classes 43.70 
35 
E. Backward Non-Hindu communities 
527o of religious groups under 
section "B" may also be treated 
as OBCs 8.40 
The approximate derived population 
of other Backward classes including 
non Hindu communities 527o 
(Aggregate of D & E rounded) 
* Figures in brackets give the population of SC & ST among 
these non Hindu communities) 
Source: Mandal commission Report of Backward classes 
commission 1980. 
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REVIEW OF LITERATURE 
Many scholars have shown great interest in studying the 
various aspect of entrepreneurship in India and abroad. The 
notable among them are. 
Rao, N. Gangadhara Rao in his book entitled 
"Entrepreneurship and Growth of Enterprise Industrial 
Estates" deals with the impact of programme of industrial 
estates on the emergence of entrepreneurship and growth of 
small units in coastal region of Andhra Pradesh. The study 
covers the socio-economic background of the entrepreneurs. 
The ways in which they have made the transition to industry 
from previous activities, their problems in establishing 
their enterprises, factors motivating and facilitating 
entrepreneurship, the growth of the enterprises etc. A close 
review of the study reveals that educational and income 
levels are important factor in motivating entrepreneurship 
of all money making is the major ambition of entrepreneurs. 
The author has a summed up his points in the following 
words. Though the impactof industrial estates on the 
emergence of entrepreneurship in coastal Andhra Pradesh is 
found to be marginal the process of germination of 
entrepreneurship is certainly accelerated. However the 
spread of entrepreneurship could cover only a few 
1. Rao, N. Gangadhar, Enterpreneurship and Growth of 
enterprise in Industrial Estates, Deep & Deep 
Publications, New Delhi. 1986. 
3S 
socio-economic classes and estates have become mostly the 
hestless of local entreprenurs. 
2 
Gupta, M.C. studied sixty small scale manufacturing units 
engaged in various kind of chemical engineering ancilliary 
and plastic and Rubber based production in three places of 
Uttar Pradesh viz Kanpur, Allahabad and Gorakhpur. The 
author evaluated the socio-economic origin of entrepreneures, 
important motivational factors, the quality of their 
performance and their problems in running the entreprises 
efficiently and profitably. The study reveals that family 
background of the entrepreneurs has a great bearing on the 
orientation of entrepreneurial activity and help them in 
setting up an industry. 
The study also reveals that units established after 
the year 1970 have greater tedency to rely on institutional 
finance than those of units set up before 1970. This change 
has been mainly caused by the reorientation of banking 
policies due to social control over banks as well as 
various efforts made by the government to institutionalised 
3 
the flow of financial assistance to small sector. 
1. Ibid. 
2. Gupta, M.C. Entrepreneurship in Small Scale Industries 
Anmol Publications New Delhi, 1987. 
3. Ibid. 
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In a Book. entitled "Entrepreneurship in Small Town" 
the author studied the entrepreneurs of two small towns 
Godivada of Krishna district and Anakapalla of Visakapatnam 
district in Coastal Andhra. The author highlights the socio-
economic origin of the entrepreneurs emerging in smal towns 
and the occupational and geographical mobility of 
entrepreneurs. The whole work is divided into seven chapters 
and an index has also been added at the end. The chapter I 
highlights the importance of entrepreneurship in the context 
of economic development along with the need for objectives 
and methodology of the study. Chapter II & IH gives 
historical account of the India economic scene and the two 
towns under study chapter IV deals with the factor that have 
motivated and facilitated the emergence of the entrepreneu-
rship in the towns. Chapter V analysed the occupational 
change of entrepreneurs belonging to different castes, 
through three genertions, starting from their grandfather. 
Chapter VI measured the performance and throws light on the 
problems faced by the enterprises. The last chapter presents 
a summary of all the earlier chapters along with appropriate 
2 
suggestions. The finding of his study is that family 
background of the entrepreneurs has a great bearing on the 
1. Murthy, BEVV Narsimha, Entrepreneurship in Small Towns, 
Mittal Publications New Delhi, 1989. 
2. Ibid. 
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orientation of the entrepreneurial activity and help them in 
setting up an industry. 
Bhanushali, S.G. in his book entitled "Entrepreneurship 
Development" has based his work on entrepreneurship in 
engineering industry of Kolhapur in Maharashtra. The author 
studied economic, social, educational and occupational 
background of the entrepreneurs who are engaged in 
engineering industries. The study reveals that the 
entrepreneurs who were in engineering discipline as also 
those who had received higher education in other disciplines 
have proved to be more successful on the caste basis the 
established contention that the minority communities 
produced successful entrepreneurs is confirmed caste 
education and parental occupation have great impact on 
2 
attaining higher degree of entrepreneurial success. 
3 
Sharma, R.A. in his book "Entrepreneurial change in Indian 
Industry. Attempts to analyse the extent and the direction 
of change in Industrial entrepreneurship in India after 
Independence. The study reveals that entrepreneurial changes 
have been facilitated by the changes in economic social and 
political environment, the currents of change are touching 
the human attitudes very fast and entrepreneurship is now 
1. Bhanushali, S.G. "Entrepreneurship Development, 
Himalaya Publishing House, Bombay, 1987. 
2. Ibid. p. 236. 
3. Sharma R.A. Entrepreneurial change in Indian Industry, 
starting Publishers Pvt. Ltd. New Delhi, 1980. 
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conceived as the means where by, apart from health, status 
can be acquired in society and contribution made to national 
1 
goals. 
2 
Karulkar, R.P.in their paper entitled "Role of 
Entrepreneurship in a Backward Region makes an attempt to 
analyse the role and importance of the entrepreneurs in a 
backward region with a spcial reference to Marathwada which 
forms a part of the highly developed state of Maharashtra. 
The another observed that regional disparities within the 
state are gathering in industrial developed states. Although 
the industrial policy Resolution of 1956, specifically ained 
at reducing regional imbalances in the country, the 
experience of the last thirty years has not been quite 
satisfactory. The author suggested that for accelerating the 
development of entrepreneurship, the Government should 
create the following facilities. 
1. More technical and vocational schools should be 
started to import the superior technical skills to the 
rural artisans. 
2. Infrastructural facilities, goods roads , telecommuni-
cations finance etc should be created. 
3. Entrepreneurial Development Programmes for the rural 
3 
youth should be conducted. 
1. Ibid. 24. 
2. Karulkar, R.P. "Role of Entrepreneurs in a Backward 
Region Entrepreneurship Reflections and Investigations 
ed. Bisht N.S. Mishra R.C. Srivastava A.K., Chugh 
Publications Allahabad, 1989. 
3. Ibid. 1, 46. 
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Tandon, B.C. in this book "Environment and Entrepreneurship 
has made an attempt analysing the factors that constitute 
the business environment in Indian for entrepreneurs. The 
author argued that the role of entrepreneurial change is a 
function of human factor and can bring about a change in the 
effectiveness of an enterprise by improving the human 
factor. 
2 
Mishra, M.N. in his article entitled "Bank vis a vis 
Entrepreneurship, A case of the Rural Poor" studied the 
entrepreneurs of Amethi block of Sultanpur district of Uttar 
Pradesh. The main focus of the study was to find out the 
basic aid inherent causes of rural backwardness and 
highlight the problems and short comings of banking 
institutions in financing the rural poor. In this study 200 
house holds were selected covering the period of five years 
from 1980-81 to 1984-85. The investigatiion extends to the 
working of commercial banks lead bank, co-operative banks 
land development banks and regional rural banks. 
The study has revealed that the marginal farmers 
reginic credit for working capital. They do not need credit 
for mechanics such as pump sets, threshers etc. It also 
revealed that the sample house holds were not benefitted by 
1. Tandon B.C. "Environment and Entrepreneurs" Chugh 
Publication Allahabad, 1975. 
2. Mishra, M.N. "Books vis a vis Entrepreneurship, A case 
of the Rural Poor", Entrepreneurship, Reflections and 
Investigations, ed Bishl, M.N. Misra, R.N. Srivastava 
A.K., Chugh Publications Allahabad 1989. 
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the co-operative societies, mainly became of non 
co-operative attitude of the office bearers of these 
societies. The following suggestions are given by author 
pertaining to commercial banks and other banks. 
1) Commercial banks should try to open additional 
branches in rural market. 
2) Rural branches must have specialised people who are 
well aware of agriculture and economic activities. 
3) Political leaders should not be permitted to be 
intermediaries for identification of applicants and 
2 
pressuring bank officials, for permitting loans. 
3 
Kabidayal PC and Awasthi, DB in paper entitled 
"Development of Entrepreneurship in Hill Areas. Some 
Policy Guidance studied the nature and his problems 
confronting the development of entrepreneurship in the 
hill areas. Their universe of study is confined to the 
Almora district of U.P. The study reveals that there 
was complete lack of co-ordination amongst the 
supporting agencies like District Industries centre, 
U.P. Financial Corporation, Commercial Banks and the 
government in the Almora district. Besides the 
officers employed in various development agencies do 
not have requisite knowledge and not able to guide 
entrepreneurs. It is also alleged that bank officials 
1. Ibid. 129. 
2. Ibid pp. 131, 132. 
3. Kabidayal, P.C. & Awasthi, B.D. "Development of 
Entrepreneurship in Hill Areas some Policy Gurdance 
Entrepreneurship, Reflection and Investion op.cit. 
cU 
do not dispure of the loan applications or raise so 
many qestions to the applications that the barrower is 
frustrated. 
The author suggested that there is an urgent need to 
designate a multi dimensional programme for the development 
of entrepreneurship in hill areas. Emphasis should be made 
an industries which are based on local raw materials local 
2 
artisans skills and local demand. 
Gaikwad V.R. & Tripathi R.N."^  in their book entitled, 
"Socio-psychological Factors influencing Industrial 
Entreprenurship in Rural Arejs "studied the small 
entreprenurs of Tannka region of West Godavari district in 
Andhra Pradesh. In this study, the authors mainly focus an 
manufacturing concerns belonging to the family of leading 
industrialist. The study analysed that all the entrepreneurs 
were persons with indicative derive and hard work, though 
most of the entrepreneurs had no technical knowledge. 
The study revealed that traders of Tunnku region 
realised that scope of industry is wide but they hesitate to 
engage in industrial entrepreneurship due to the lack, of 
large capital, high managerial skills and technical 
1. Ibid pp. 235. 
2. Ibid, p. 238. 
3. Gaikwad, V.R. and Tripathi, R.N. Socio-Psychological 
Factors Influencing Industrial Entrepreneurship in 
Rural Areas. National Institute of Community, 
Development, hyderabad, May 1970. 
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knowledge. The Small Industries Extension Trainning 
Institute (SIET). Hyderabad has conducted a survey of small 
units situated in Hyderabad and Secunderabad. The study 
revealed that some factors like economic gains, ambition 
social prestige and social responsibility have been reason 
the reason for starting small industrial units. It also 
revealed that capital shortage and Government red-tapism 
have been the most discouraging factors. The study further 
revealed that younger age, formal education, urban back 
ground, experience in industry, risk taking and adaption 
prosperity were same of the characteristics of entreprenurs. 
2 
Jinnah MM & Saxena A.K. in their paper entitled "The 
Role of Financial Institutions in Development of 
Entrepreneurship with special Reference to Almora District" 
have studied the performance of financial institutions in 
the promotion of entrepreneurship. The study is confined to 
the Almora District of Uttar Pradesh, which is one of the 
1. SIET, Socio-Psychological Factors Influencing in 
Adaptation of the Innovation of Starting a Small 
Industrial units, SIET Institute, Hyderabad 1974. 
2. Jinhah, MM & Saxena A.K. "The Role of Financial 
Institutions in Development of Entrepreneurship with 
Special Reference to Almora District", Entrepreneurship 
Development, in India, Mittal Publications Delhi, 1989. 
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most industrial backward districts of U.P. The study 
revealed that the total number of Small Scale Industries 
were 182 in 1980-81 the number of industries have increased 
upto 688 in 1986. The textile and agricultural based 
industries have rapidly increased more than any other 
industries. The study further shows that the existing 
financial institutions and banks are not taking proper 
interest in promoting the large, medium, small scale and 
college industries, by which the new entrepreneurs are not 
coming into existence and the existing units have become 
sick due to facing the problems of financing raw materials 
and mismanagement. 
The Plan of Study: 
Keeping inview the objectives of the study the present 
work has been divided into five chapters. Given below are 
the basic contents of the various chapter in a nut shell. 
In the first chapter an attempt has been made to study 
entrepreneurial development in India and Uttar Pradesh. This 
chapter also deals with the concept of entrepreneur and 
entrepreneurship. 
1. Ibid, p.267. 
2. Ibid, p.270. 
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The second chapter deals with conceptual framework of 
the study. The nature of the problem and objectives of study 
have been defined and a tentative hypothesis has been 
framed. The chapter also presents a critical scanning of the 
work previously available on the subject. 
The third chapter is devoted to an analysis of the 
working performance of the All India Financial Institution. 
This chapter brings about the concept, principles of 
investment criteria of Financial Institutions. It also 
highlights the role of these financial institutions in 
entrepreneurial development. The fourth chapter analyses the 
performance of U.P. State Financial Institutions in the area 
of entrepreneurial development among backward communities. 
The fifth chapter analyses the performance of 
financial institutions of Gorakhpur division in the 
development of entrepreneurship among backward communities'. 
The sixth chapter computes the conclusions of this 
study. It also tests the findings of the work and various 
suggestions in order to bring about a marked change in the 
present entrepreneurial scenario of the country. 
Chapter III 
ALL INDIA FINANCIAL INSTITUTIONS AND 
ENTREPRENEURIAL DEVELOPMENT 
4S 
ALL INDIA FINANCIAL INSTITUTIONS AND ENTREPRENEURIAL 
DEVELOPMENT 
In the preceding chapter the conceptual framework of 
this study has been discussed. The objectives of this study 
have also been highlighted in these chapter. This chapter has 
been written with the purpose of analysing the role of the 
All India Financial Institution i.e. (IFCI, IDBI, ICICI, 
IRCI, SIDDI, Lie, UTI etc.) in entrepreneurial development. 
The working of these financial institutions with a view to 
develop entrepreneurial talent have also been examined. 
The entrepreneurial development in a country depends 
to some extent on the supply of finance. In India, like 
other countries, the big and established industries can 
always raise money for their projects. But new entrepreneurs 
and freshers had to depend upon a limited circle of friends 
and relatives for raising money for this projects. It is, 
therefore, necessary to have special agencies to provide 
industrial finance for this group of entrepreneurs. This was 
the genesis of the structure for providing industrial 
finance which began to be set up in the country soon after 
the launching of the country's planning efforts. This 
process has by now led to a fairly developed structure of 
institutional financing in the country. The most important 
characteristic of these financial institutions in India 
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is their being predominantly government controlled and 
regulated. 
After Independence, starting with the establishment of 
Industrial Finance Corporation of India (IFCI) in 1948 a 
number of development banks have been set up at All India 
and regional levels for accelerating the development of 
large medium and small scale sectors by providing financial 
2 
and various other development assistance required. At 
present there are five institutions. The Industrial 
Finance Corporation of India (IFCI) Industrial Credit and 
Investment Corporation of India (ICICI) Industrial 
Development Bank of India (IDBI) Industrial Reconstruction 
Corporation of India (IRCI) and Small Industries Development 
Bank of India (SIDBI) at the national level. Apart from 
these development banks, industries in India are financed by 
institutions like commercial banks. Industrial co-operatives, 
Unit Trust of India (UTI), Life Insurance Corporation (LIC) 
and investment Companies. In the pages that follow we will 
discuss the role of these financial institutions in the 
entrepreneurial Development of India. 
1. Baig, Nafees & Khan, Mohd. Asif Ali, Entrepreneurship 
and Business Environment, Ashish Publishing House, 
New Delhi 1990, p.90. 
2. Cherunilam, Francis Industrial Finance Himalaya 
Publishing House, Bombay, 1987, page 124. 
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INDUSTRIAL FINANCE CORPORATION OF INDIA (IFCI) 
Need for setting up an institution to solve the 
problem of long term financing of ' Industries was felt for 
long time. The Industrial Commission (1916-18), The External 
Capital Committee (1925), and the Indian Central Banking 
Enquiry Committee (1929-31) had recommended for setting up 
of such institution. The need to finance the over worked 
units during the second world war period forced, the 
Government to set up the Industrial Finance Corporation of 
India. The Industrial Finance Corporation of India was 
established in 1948 under the IFCI Act, 1948, with the 
object of making medium and long term credit more readily 
2 
available to industrial concern in India. 
The object of the Corporation was to provide medium 
and long term credit to large-scale industries organised as 
public limited companies or co-operative societies 
incorporated in India which are enged on proposing to engage 
in manufacturing preservation and processing of goods, 
mining, generation and distribution of electric power or any 
other form of power shipping and hotel industries. The 
recommendation of the Industrial Finance Corporation Inquiry 
1. Sivayya. K.V. and Das, V.B.M. Indian Industrial Economy 
S. Chandra & CO. Ltd. New Delhi, p.217. 
2. Cherunilam, Francis, Industrial Finance op.cit. p.131. 
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Committee that private limited Companies should not be made 
elegible for loans from the Corporation was also accepted. 
Till recently the nationalised industries have been excluded 
from the perview of the Corporation but the recent 
modifications in the policy of the corporation made them 
I 
eligible for financial assistance. 
The corporation has been authorised to carry on and 
transact the following kinds of business. 
(1) Underwriting the shares bonds on debentures of 
industrial enterprises, provided such stocks shares on 
debentures are disposed of by the corporation within a 
period of seven years from the date of acquisition. 
(2) Granting loans as advances to a subscribing to the 
debentures of industrial under-takings repayable 
within a period not eceeding 25 years. 
(3) Guaranteeing loans traded in the public market by the 
industrial concerns repayable within 25 years as 
raised from scheduled banks or state cooperative 
banks. 
(4) Subscribing directly to the stock as shares of any 
industrial concerns. 
(5) Guaranteeing deferred payments in respect of import of 
capital goods by industrial concerns who are able to 
1. Sivayya, K.V. and Bas V.M.M. Indian Industrial Economy 
op. cit. pp. 217-218. 
make such arrangements with foreign manufactures as in 
connection with the purchase of capital goods 
manufacturing in India. 
6. Guaranteeing loans raised from any banks as financial 
institution in any country out side India. 
7. Acting as the agent of the central Government and IDBI 
in respect of loans sanctioned by them to industrial 
concerns. 
Until now we were discussing the objective and 
functions of the IFCI. In the pages that follow our ain will 
be in analyse the role of the IFCI in entrepreneurial 
development. The IFCI provides various kinds of facilities 
and services to entrepreneurs. These are broadly divided 
into the following categories. 
Sanctions and Disbursements 
The cumulative net financial assistance sanctioned by 
the IFCI during the period of 43 years ended 31st March 1991 
2 
amounted to fe.11423 crore in respect of 3958 projects 
spread all over the country. It disbursed financial 
assistance of fe. 7045.6 crore. 
1. Ibid. p. 218. 
2, See Report on Currency and Finance 1990-91 p. 315. 
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Table 3.1 
Assistance Sanctioned and Disbursed (fe.crores) 
Year 
1971-72 
1975-76 
1980-81 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
Sanctions 
28.7 
51.3 
106.6 
499.2 
798.1 
1025.1 
1905.6 
2299.6 
2967.1 
Growth 
rate % 
-
-
-
-
59.9 
28.5 
85.9 
20.7 
29.0 
Disbursments 
23.3 
34.7 
108.9 
403.9 
451.6 
660.0 
1005.3 
1128.3 
1527.2 
Growth 
rate 
-
-
-
-
11.8 
46.1 
52.3 
12.2 
35.6 
Source; IDBI's Report on Development Banking in India, 
1990-91. 
Table 3.1 shows that assistance sanctioned by IFCI during 
1990-91 aggregated ft .2967.1 crores, recording a 297o growth 
over 1989-90 (R5.2299.6 crores). Disburshments during 1990-91 
registered a growth of [i.35.47o to aggregated ft.1527.2 
crores, accounting for a fifth of IFCI's total disbursements 
since inception. 
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Table 3.2 shows facility wise classification of total 
sanctions and disbursement from 1948 to 1991. The table 
depicts that sanctions of rupee loans rose by 20.5 percent 
from fe.1685.4 crore in 1989 90 to fe'.2030.6 crore in 1990-91 
and disbursement of rupee loans rose by 38.7 percent from 
^. 864.0 crore in 1989-90 to fc.1198.2 crore in 1990-91. 
Sanctions of foreign currency loans at fe.6292 crore in 
1990-91, registered a significant rise of 82.0 percent over 
the previous years (fe.345.7 crore) and disbursements at 
?i.250.0 crore increased by 77.4 percent over the previous 
yer (fe.l409 crore). While there was rise in sanctions for 
underwriting and direct subscriptions to shares and 
dbentures from fe.l009 crore in 1989-90 to fe.141.1 crore in 
1990-91 disbursements should a decline from R5.31.5 crore to 
&.15.9 crore over the year. Financial assistance sanctioned 
and disbursed by the way of guarantees was higher at &.61.6 
crore and &.50.0 crore as compared with fe.27.4 crore and 
&.0.4 crore, respectively during 1989-90. 
Sanctions and disbursements under equipment 
learning scheme recorded a decline in 1989-90 to fe.102.6 
crore and ft.60.8 crore respectively in 1990-91. 
State wise Assistance - The IFCI's coverage extended to 24 
out of 25 states and 5 out of 7 union Territories. Table 3.3 
shows statewise distribution of assistance sanctioned and 
disbursed from 1948 to March 1991 by the IFCI. 
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Table shows that of the total financial assistance 
sanctioned by the IFCI upto 31 at March 1991 Maharastra 
claimed assistance of the order of Rs.2216.3 crore (19.47o) 
followed by Gujrat with the assistance of the order of 
fe.1449.3 crore (12.7%) Uttar Pradesh with an assistance of 
fe.1346.0 crore (11.7%) Andhra Pradesh with an assistance of 
fe.1105.1 crore (9.7%). Tamil Nadu with an assistance of 
Rs.794.6 crore (67%). The remaining 39.3 percent of the 
assistance was shared by other states and union territories. 
Madhya Pradesh recorded the highest growth of 160.8% 
receiving sanction of fe.224.8 crore in 1990-91. Some of the 
other states to received more than double their sanctions in 
1989-90, were Gujrat (fe.448.2 crore) Karnataka (fe.151.3 crore) 
and Rajasthan (1^ .155.9 crore) Maharastra conlined to recare 
bulk, of the sanctions (fe.626.2 crore on 21.1%) although 
lower by 14.3% compared to 1989.90 followed by Gujarat 
(151%) and Andhra Pradesh (10.5%). 
Of the total disbursements amounted upto 31st March 
1991 Maharastra claimed first position with the &.1087.4 
crore disbursed, followed by Uttar Pradesh with fe.904.1 
crore disbursed. For Gujrat fe.807.9 crore have been 
disbursed. The remaining amount was shared by other states 
and union territories. 
5S 
It would be observed from Table 3.3 that almost all 
states and union territories have been covered by the IFCI's 
assistance during the past forty two years except the state 
of Mizoram and Union Territories of Daman and Diu and 
Lakshadeep, where development programmes have already been 
envisaged so that a begining is made by development of small 
scale enterprises by entrepreneurs, who is due course of 
time may graduate to the medium and even large scale 
sector. 
Assistance to Backward Areas - The all India Financial 
Institutions direct their efforts towards a systematic 
development based on the resource endowsment of backward 
areas, particularly of "No Industry" districts. Under the 
leadership of IDBI, the All India Financial Institutions 
conducted Industrial potential surveys of less developed 
states and union territories in the country. Assistance 
sanctioned to units in backward areas went up by 397=, during 
1990-91 to R5.1406.8 crore. Units in backward areas of 
Maharastra (fe.251.6 crore) and Madhya Pradesh (fe.205.6 
crores) together accounted for almost a third of total 
sanctions to backward areas during 1990-91. Sanctions to 
backward area of Gujrat more than tripled to &.199.9 crore 
during 1990-91. Table 3.4 shows financial assistance 
sanctioned to backward areas by the IFCI. 
1. See 42th Annual Report of the IFCI. 
:J9 
Table No. 3.4 
Assistance Sanctioned to Backward Areas 
(Rs. crore) 
Year Backward area Non backward 
area 
Total 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
Cumulative 
upto end 
March 1991 
410.0 
493.9 
940.7 
1012.4 
1406.8 
5508.6 
388.1 
525 
957.3 
1282.5 
1558.3 
5914.4 
798.1 
1018.9 
1892.0 
2294.9 
2965.1 
11423.0 
Source: Compiled from various Annual Reports of the IFCI. 
Table 3.4 shows that assistance sanctioned to projects 
in backward areas during 1990-91 amounted to Rs.1406.8 crore 
registering a growth of 38.9% and increasing their share in 
total assistance to 47.47, from 44.11 in 1989-90. 
Cumulatively, upto end-March 1991, IFCI sanctioned a little 
over 487o of its total assistance to units in backward areas 
and disbursed more than half the total assistance (Rs.3494.3 
crore on 50.5% of total) to unite in such area. 
tin 
Development of Entrepreneurship in village and Tribals Areas: 
The IFCI agreed to contribute a sum of Rs.5 lakhs to 
Xavier Institute of Social Service, Ranchi in the year 1981-
82 for setting up village and Tribal Entrepreneurship 
Development centre. This centre conducted entrepreneurship 
development programmes amongst the villages and tribal 
people. The participant entrepreneurs in the programmes were 
also eligible for assistance under the IFCI's promotional 
scheme of assistance for self-development and self-employment 
of unemployed young persons. 
Entrepreneurship Development Institute of India (EDIT) 
was registered at Ahmedabad as April, 20, 1983, under the 
Societies Registration Act 1960. The Institute organises not 
only entrepreneurship development programmes but imparts 
training to trainers engaged in conducting them as serve as 
an apex agency in the field. The Institute is managed by a 
Governing body consisting of not less then seven and not more 
than fifteen members. 
Presently the Chairman of the IDBI is the president of 
the Institute and the Chairman, IFCI, ICICI and the State 
Bank of India and representative of Central Government and 
State Government of Gujrat are members. The IFCI has agreed 
to contribute to the Institute a sum of Rs.28 lakhs by way of 
t i l 
grant out of the Benevolent Reserve Fund to enable it to meet 
a part of the cost of its capital and securing expenditure. 
It has been observed that IFCI plays a significant role 
in the development of entrepreneurship along with other 
financial institutions viz (IDBI, ICICI, UTI etc.). The 
impact of the IFCI's operation can be seen in the operation 
of substantial capacity in wide variety of industries during 
the last 43 years. There operation with rural that by 
offering a number of financial accommodation, the institution 
has served the purpose of entrepreurial development in the 
country especially among the backward communities. 
Industrial Development Bank of India (IDBI) 
In the system of specialised financial institutions the 
leading place in held by the Industrial Development Bank of 
India (IDBI) which was founded in July 1964 in terms of 
Industrial Development Bank of India Act, which was passed by 
the parliament in May 1964. It was set up as a wholly owned 
subsidiary of the Reserve Bank of India for providing credit 
and other facilities for the development of industry. Its 
funds are raised from share capital, the Government interest 
free loan and shares and debentures distributed in the money 
markets. The bank also accepts time deposits made by members 
1 
of the public. 
The most distinguishing feature of the IDBI statute is 
that it has been assigned the role of the principal financial 
institution for coordination, inconformity with the national 
priorities, the activities of the institutions engaged in 
financing promoting or developing industry. The IDBI has been 
assigned a special role in the matter of. 
i) Planning, promoting and developing industries to fill 
vital gaps in industrial structure, 
ii) Providing technical and administrative assistance for 
promotion, management or expansion of industry and 
iii) Undertaking market and investment research and surveys 
as also techno-economic studies connection with 
2 
development of industries. 
The IDBI is also expected to co-ordinate, guide and 
maintain the enter range of credit facilities offer by the 
other institutions for the small and cottage sector. With the 
setting up of Small Industries Bank of India (SIDBI) as a 
wholly owned subsidiary of the IDBI and commencement of its 
1. Baig, Nafees & Khan Asif Ali, Entrepreneurship and 
Business Environment op.cit. p.91. 
2. Chenuhilam, Francis, Industrial Finance op.cit., p.125. 
ti3 
Operation from April 2, 1990, the responsibility of 
administering. The operations hetharo. Cover under Small 
Industries Development Fund and the National Equity Fund was 
transferred to SIDBI. 
The IDBI provides various kinds of facilities and 
services to entrepreneurs. There are broadly divided in 
following categories. 
1) Sanctions & Disbursements - The cumulative net financial 
assistance sanctioned by the IDBI during the period of 27 
years, endded 31st March 1991 amounted to Rs.45842.6 crore 
including assistance to small sector upto 1989-90 of which a 
sum of Rs.34656.6 crore was disbursed. Table 3.5 shows the 
cumulative assistance sanctioned and disbursed by the IDBI 
from its inception upto end of March 1991. 
Table 3.5 
Assistance Sanctioned and Disbursed by IDBI 
(Rs. in crore) 
Year 
198^81 
1981-
1982-
-82 
-83 
Sanction 
1277, 
1526, 
1785. 
.7 
.7 
.8 
Growth 
rate % 
-
19.5 
17.0 
Disburesent 
1014, 
1217, 
1498. 
.1. 
.9 
.5 
Growth 
rate 
-
20.1 
23.0 
7o 
J4 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1090-91 
X - Excludi 
2322.8 
3322.3 
3486.5 
4339.4 
4596.9 
6730.2 
7848.8 
(5718.6) 
6897.0 
Lng assistance 
30.1 
43.0 
4.9 
24.5 
5.9 
46.4 
16.6 
20.6 
to small 
1774.3 
2073.3 
2783.9 
3205.9 
3613.6 
4745.8 
5084.8 
(3513.8) 
4459.4 
sector in 
18.4 
169 
34.2 
15.2 
12.7 
31.3 
7.1 
26.9 
1988-90. 
Source: Compiled from various Annual Reports of the IDBI. 
This table reveals that amount sanctioned by the IDBI 
for financial assistance has increased Rs.1526.7 crore in 
1981-82 to Rs.6897.0 crore in 1990-91 indicating an over all 
increase of nearly 352 percent. The aggregate amount 
disbursed by the IDBI has gone up from Rs.1217.9 crore in 
1981-82 to Rs.4459.4 can in 1990-91. This shows an overall 
increase of more than 266 percent. Assistance sanctioned by 
IDBI aggregate Rs.6897 crore in 1990-91 recording a growth 
of 20.67o over the assistance of Rs.5718.6 crore sanctioned in 
1989-90. Disbursements increased by 26.97. to Rs.4459.4 crore 
in 1990-91. 
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Table 3.6 given above shows schemewise assistance 
sanction by IDBI from its inception upto the end of 31st 
March 1991. 
IDBI extends its direct assistance mainly through 
project Finance Scheme and through specially designed scheme 
viz. Textile Modernisation Fund, venture capital Fund. 
Technology upgradation, Equipment Finance for energy 
conservation schemes and to a limited extent under the 
Technical Development. Sanctions under Project Finance Scheme 
(Project Loans, under writing/ Direction subscription and 
guarantees) increased by 22% to Rs.A118.5 crore in 1990-91 
over and above an increase of 30.9% in 1989-90. Cumulatively, 
up to end to March 1991 sanctions under project Finance 
Scheme aggregated Rs.19181.9 crore of which an amount of 
Rs.12253 crore was disbursed. Project Finance Sanction 
Sanctions under Technical Development Fund Scheme increased 
Cr. 
by fe31.3% to Rs.42.6 crore in 1990-91 and the cumulative 
sanctions upto end March 1991 touched Rs. 290.4 crore. 
IDBI's indirect assistance comprises refinance of 
industrial loan bills financing subscription to shares and 
bonds of financial institution and seed capital. During 1990-
91 the total sanctions under indirect assistance aggregated 
Rs.2735.3 crore, sanctions under indirect assistance 
aggregated Rs.2735.3 crore, showing increase of 16.7% over 
ji 
them in the previous year. Sanctions of refinance of 
industrial loans which constituted a substantial part of the 
total indirect assistance at Rs.897.4 crore, showed increase 
of 24.17o over then in the previous year. 
Industry wise Assistance: High priority industries 
accounted for major partion of assistance sanctioned during 
1990-91. The industries which received bulk of IDBI sanctions 
were textiles Rs.891 crore {14.3%). Chemical and Chemical 
product Rs.746.7 crore (12%) and basic metals Rs.642.3 crore 
1 
(10.3%). Table 3.7 highlights the industry wise distribution 
of financial assistance by IDBI from its inception upto of 
31st March 1991. 
Table 3.7 
Industry wise cumulative Assistance Sanctioned & Disbursed 
(From 1964 to March 1991) 
(Rs. in crore) 
Industry Sanctions Disburements 
1. Textiles 
2. Chemicals and Chemical 
products 
3. Electricity generation 
4. Food products 
6003.3 
4807.2 
4907.0 
2616.1 
4137.1 
2956.8 
3512.4 
1757.0 
. 8 
5. Fertilizers 
6. Cement 
7. Basic Metal 
a) Iron & Steel 
b) Non ferous 
8. Services 
9. Electrical and Equipment 
10. Others 
2363.3 
2052.3 
2241.0 
273.4 
7459.2 
1827.8 
11291 
1700.0 
1409.3 
1435.0 
1453.0 
5980.0 
1166.8 
7914.8 
Source: IDBI's Annual Report 1990-91. 
The table shows that the IDBI had sanctioned and disbursed to 
textiles industry assistance aggregating Rs.6003.2 crore 
(137,) and Rs.4137.1 crore (12.8%) respectively during the 
period of 27 years of its service to industry. Electricity 
generation claimed Rs.4907.0 crore (10.7%) and Rs.3512.4 
crore (19.97o) of total assistance sanctioned and disbursed 
respectively, followed by chemical and chemical products 
which claimed Rs.4807.2 crore (10.47.) and Rs.2956.8 (9.27o) of 
total assistance sanctioned and disbursed. Besides these 
industries, the industries which claimed a significant share 
in the IDBI's assistance sanctioned were food products 
accounted for 5.7 percent, fertilisers (5.1%), Cement (4.4) 
1 
and basic metals (5.47o). 
1. See Table 3.7 
u9 
Assistance to Backward Areas : under the Leadership of the 
IDBI the All India Financial Institution conducted industrial 
potential surveys of the less develop states and union 
territories in the country. In order to attract entrepreneurs 
to take up projects. The All India Financial Institutions 
have in certain cases commissioned feasibility studies of 
some projects. Assistance sanctioned to units in backward 
1 
areas to Rs.2685.5 Crore registering a growth of 40.4% and 
increasing their share in total assistance to 43.27o from 36.6 
2 
in 1989-90. Units in backward areas of Maharastra (Rs. 488.7 
crore) and Gujrat (Rs. 341.5 crore) together accounted for 
almost a third of total sanctions to backward area during 
3 
1990-91. 
Table 3.8 shows financial assistance sanctioned to 
backward areas by the IDBI from its inception till the end 
Marh 1991. 
1. Excluding assistance to small sector 
2. See Annual Report of IDBI 1990-91. 
3. See Annual Report of the IDBI 1990-91 
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Table 3.8 
Assistance Sanctioned, to Backward Areas 
(Rs. in crore! 
Year Backward Area Non-Backward 
Area 
Total 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
Cumulative 
up to end 
March 1990 
1663.3 
1875.1 
2759.0 
1913.4 
2685.5 
19062.1 
2378.5 
2528.1 
3598.1 
3314.1 
2543.3 
26779.5 
4041.8 
4403.2 
6357.1 
5227.5 
6228.8 
45841.6 
* Excludes assistance to small sector. 
Source: Compiled from various Annual Reports of the IDBI. 
Table 3.8 reveals that Assistance sanctioned by IDBI to 
backward areas aggregated. 
Rs.2685.5 crore in 1990-91 recording a growth of 61.4% over 
the assistance of Rs.1663.3 crore sanctioned in 1986-87. On a 
cumulative basis up to end March 1991, sanction to projects 
in backward areas aggregated Rs. 19062.1 crore ...ore than 41% 
total amount sanctioned in backward area for development of 
Industrial projects in India by the IDBI. 
n 
Industrial Credit & Investment Corporation of India 
Industrial credit and Investnient Corporation of India 
(ICICI) was incorporated on January 5, 1955 under the Indian 
Companies Act 1913 with support froQ the Government of India 
and active involvement of world Bank. It was set up primarily 
for financing the foreign exchange component of industrial 
projects and for promoting industrial enterprises in the 
private sectors - Normally, the corporation does not assist 
small industries, industrial units run by proprietorships, 
partnerships and private limited companies. ICICI provides 
project finance assistance to industrial concerns by way of 
rupee and foreign currency loan, underwring and direct 
1 
subscription to shares/ debenters and guarantees. The main 
objectives of the ICICI are as under -
i) Providing assistance in the creation, expansion and 
modernisation of industrial enterprises, 
ii) Encouraging and promoting the participation of private 
capital both inter aid external, in such enterprises, 
iii) Encouraging and promoting industrial investment and the 
expansion of investment markets. 
As a part of its strategy to provide assistance to 
industry in various forms, ICICI has diversified is 
1. IDBI's Report on Development Banking in INdia 1989-90. 
7 9 
activities to over financial services such as deferred credit 
leasing, installment sale and assets credit ICICI also 
provides Merchant banking services which include project 
concealing syndication of loans, capital issue management and 
financial/ corporation advisory services. 
Sanctions and Disbursement - Assistance sanction by ICICI in 
1 
1990-91 aggregated Rs.3861.1 crore, recording a growth of 
35.4% on top of a growth of 38.6% in 1989-90. Disbursements 
went up by 45% to Rs.1967.5 crore in 1990-91. Table 3.9 shows 
financial assistance sanctioned and disbursed by ICICI. 
1. See Annual Report of ICICI, 1990-91. 
73 
Table 3.9 
Financial Assistance Sanctioned and Disbursed By 
ICICI 
(Rs. in crore) 
Year 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
Cumulative 
upto end 
march 1991 
Sactions 
314.1 
302.4 
392.1 
507.6 
620.7 
708.2 
1118.3 
1283.3 
2056.1 
2850.6 
3861. 
16822.4 
Growth . 
rate % 
-
-3.7 
29.7 
29.5 
22.3 
14.1 
37.9 
14.8 
60.2 
38.6 
35.4 
Disburesement 
185.3 
264.7 
282.2 
334.2 
392.7 
482.2 
695.5 
771.2 
1085.6 
1357.1 
1967.5 
10597.2 
Growth rate 
7o 
-
42.8 
6.6 
18.4 
17.5 
22.8 
44.2 
10.9 
40.8 
25.0 
45.0 
Source: Compiled from various Annual Reports of ICICI. 
This table reveals that amount sanctioned by the ICICI for 
financial assistance has increased Rs.314.1 crore in 1980-81 
to Rs.3861.1 crore in 1990-91 indicating an over all increase 
I 
of more than 961 percent. Cumulatively, upto end March 1991, 
sanction totaled Rs.16822.4 crore, of which, a sun of 
Rs.10597.2 crore was disbursed. 
Table 3.10 highlights the scheme wise assistance 
sanctioned and disbursed by ICICI from its inception upio end 
March 1991. 
Table 3.10 shows that during 1990-91 (April - March) 
the financial assistance sanctioned by ICICI amounted zo Rs. 
3861.1 crore as compared with Rs.2850.6 crore ir. the 
proceeding year. Sanction by way of loans (rupees and foreign 
currency) rare from 1648.8 crore 1989-90 to Rs.2552.4 crore 
in 1990-91 recording a rise of 54.8 percent over the years. 
While sanction during 1990-91 for rupees loans went up by 
3.88 percent, for company loans rore by 79.9% percent. 
Disburement of loan also rare by 58.6 percent over the year 
(on Rs.813.2 crore to Rs. 1289.8 crore which sanction by way 
of underwriting of and direction subscription of shares and 
debenture declined from Rs.275.5 crore in 1989-90 to Rs.259.2 
1 
crore to Rs.113.5 crore in 1990-91. 
Industry wise Assistance: The Industries which received bulk 
of ICICI's project finance sanction in 1990-91 were chemical 
1. See Table 3.10 
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and Chemical products Rs.572.5 crore (20.2?o) basic netals 
Rs.385.4 crore (13.6) electrical and electronic equipment 
Rs.3165 crore (11.2%), Textiles Rs.247.8 crore (8.7%; and 
1 
cement Rs.237.8 crore (8.47o). 
Table 3.11 highlights the industry wise cumulative 
assistance sanctioned and disbursed by the ICICI a s on 331st 
March 1991. 
Table 3.11 
Industry wise classification of cumulative assistance 
Sanctioned and Disbursed by ICICI as on 31st March 1991 
(Rs. in crore) 
Industry Sanctions % total Disburment % total 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
Food Products 
Textiles 
Paper 
Ribber 
Fertilseres 
Chemical & 
chemical 
products 
Cement 
Basic Metals 
524.6 
1292.8 
416.7 
275.8 
610.9 
2881.8 
1050.0 
1456.4 
3.86 
9.52 
3.07 
2.03 
4.50 
21.2 
7.73 
10.73 
387.6 
987.9 
337.9 
194.1 
289.9 
1817.2 
638.2 
905.0 
4.38 
11.17 
3.82 
2.19 
3.27 
20.54 
7.21 
10.23 
1. See Annual Report of ICICI 1990-91. 
77 
contd, 
9. Machinery 
10. Electrical 
& Electronic 
equipment 
936.5 
1168.8 
6.90 
8.61 
630.3 
785.9 
7.12 
8.88 
11. 
12. 
13. 
14. 
Transport 
equipment 
Electricity 
generaton 
Services 
Others 
Total 
749.6 
277.6 
439.5 
1138.1 
13566.5 
5.52 
2.04 
3.23 
8.38 
514.9 
123.5 
286.6 
701.7 
5.82 
1.39 
3.24 
7.93 
8844.0 
Source: Compiled from IDBI Report on Development Banking in 
India 1990-91. 
The table 3.11 reveals that chemicals & chemical products 
industries are sanctioned highest financial assistance 
accounting for an assistance of Rs.2881.8 crore (21.2%), by 
the ICICI followed by the brick, metals industries which were 
sanctioned cumulative financial assistance of Rs.1456.5 
crore (10.737o). The industries which claimed a significant 
share in the ICICI's assistance sanctioned were textiles 
Industries for (9.527o), electrical and electronic equipment 
(8.61) cement industry (7.73%) and machinery. The ICICI had 
disbursed the cumulative financial assistance to Chemicals 
7.^ 
and chemical products industries aggregating Rs.1817.2 crore 
(20.517o) during the period of 36 years of its service to 
Indian industry. Textiles industries claimed Rs.987.9 
(11.177o) of total cumulative assistance disbursed. Followed 
by basic metals industries, which claimed Rs.905 crore 
(10.237o), Besides these industries, the industries which 
clained a significant share in the ICICI's assistance 
disbursed were, electrical & electronic equipments industry 
accounted for Rs.785.9 crore (8.887o) cement Rs. 638.2 crore 
(7.21") and machinery Rs.630 crore (7.127o). 
Assistance to Backward Areas: Assistance sanctioned by ICICI 
2 
to project in backward areas increased by 58.l7o to Rs.1270.3 
crore in 1990-91 accounting for 44.87, share in ICICI's by 
41.67o to Rs.631.1 crore in 1990-91 and constituted 44.97, of 
the total project finance disbursements. 
Table No. 3.12 shows statewise classification of 
cumulative assistance sanctioned and disbursed to "backward 
areas by ICICI as on 31st March 1991. 
1. See table 3.11 
2. See Annual Report of ICICI 1990-91. 
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Table 3.12 
Statewise classification of cumulative assistance sanctioned 
and Disbursed to Backward Areas by ICICI as on 31 March 1991. 
No 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
. State 
Andhra Pradesh 
Arunachal Pradesh 
Assam 
Bihar 
Goa 
Gujarat 
Haryana 
Himachal Pradesh 
Jammua & Kashmir 
. Karnataka 
, Kerala 
, Madhya Pradesh 
, Maharastra 
Manipur 
Maghalaya 
Nagaland 
Orissa 
Punjab 
Sanctions 
Backward 
Area 
535.8 
4.2 
75.0 
19.9 
116.8 
719.7 
104.0 
156.7 
17.9 
368.5 
45.0 
435.0 
992.0 
1.1 
4.5 
1.3 
186.4 
266.5 
Total 
1087.6 
4.2 
75.0 
375.6 
116.8 
2001.1 
353.2 
156.7 
17.9 
733.9 
139.4 
700.6 
3495.0 
1.1 
4.5 
1.3 
336.0 
342.3 
Disbursement 
Backward 
Area 
370.3 
2.1 
43.4 
15.4 
79.8 
429.1 
68.0 
54.7 
16.0 
284.2 
30.7 
310.6 
556.4 
1.1 
3.6 
1.2 
137.5 
1910.5 
Total 
633.4 
2.1 
43.4 
222.7 
79.8 
13340 
234.1 
54.7 
16.0 
519.3 
99.3 
450.4 
2311.3 
1.1 
3.6 
1.2 
199.8 
251.5 
jn 
19. Rajasthan 323.0 
20. Sikkim 1.9 
21. Tamil Nadu 366.7 
22. Tripura 2.2 
23. Uttar Pradesh 724.6 
24. West Bengal 257.0 
25. Union Territories 106.2 
6 3 9 . 9 
1.9 
1 1 7 6 . 2 
2 . 2 
1 0 4 6 . 9 
5 3 0 . 9 
2 2 0 . 3 
215 .4 
1.9 
263 .8 
1.0 
4 0 5 . 6 
1 3 7 . 0 
5 8 . 6 
258 .5 
1.9 
8 8 0 . 8 
1.0 
655 .6 
3 5 3 . 4 
1 3 4 . 1 
Total 5831.9 1366.5 3677.9 8844.0 
Source: IDBI's Report on Development Banking in India 1990-91 
Table 3.12 indicates that of the total financial assistance 
sanctioned to backward areas by ICICI upto 31st March 1991. 
Maharastra claimed highest assistance of the order of 
Rs.920 crore (17%) followed by Uttar Pradesh with in 
assistance of the order of Rs.724.6 crore (12.42%) Gujrat 
with an assistance of Rs.719.7 crore (12.34%) Andhra Pradesh 
with an assistance of Rs.535.8 crore (9.18%), Nadhya Pradesh 
with an assistance of Rs.43.50 crore (7.45). The remaining 
41.61 percent of the assistance was shared by other states 
and Union territories of the country. Manipur claimed lowest 
assistance of the order of Rs.1.1 crore only (.01%). 
Of the total disburements amount upto 31st March 1981 
Maharashtra claimed first position with Rs.556.4 crore 
i l 
(15.12%) dlsbured, followed by Gujrat with Rs.4291.6 (11.027. 
and Andhra Pradesh in Rs.370.3 crores (10.06%) have been 
disbursed. The remaining amount was shared by other states 
and union territories. 
SMALL INDUSTRIES DEVELOPMENT BANK OF INDIAN (SIDIBI) 
Setting up of small Industries Development Bank of 
India (SIDBI) marked the fulfillment of long felt need to 
have a separate institution at the national level to 
exclusively cater to the requirements of the small scale 
sector in the country. The decision to setup SIDBI was 
announced by the Finance Minister while presenting the Union 
Budget, for 1989-90 and the Bill of setting up the Bank as a 
wholly - owned subsidiary of Industrial Development Bank of 
India (IDBI) was introduced in the parliament in May 1989 and 
passed in October 1989. SIDBI became parliament in May 1989 
and passed in October 1989. SIDBI became operational on April 
2, 1990 with on initial paid up capital of Rs.250 crore and 
taking over the outstanding portfolio of IDBI relating to 
small scale sector held and taking over the outstanding 
portfolio of IDBI relating to small scale held under the 
Small Industries Development Fund (SIDE) as of March 31, 1990 
1 
amounting to Rs.4200 crore. 
1. See First Annual Report of Small Industries Development 
of India (SIDBI) p.12. 
.J 9 
SIDBI is designed to function as the principal 
financial institution for promotion, financing and 
development of industry in the small scale sector and to 
coordinate the functions of institutions. SIDBI's statute 
allows considerable flexibility and empowers it to assist the 
entire spectrum of small, tiny, village and college 
industries in decentralised sector. The range of assistance 
comprises promotional, financing and extension support which 
will be made available through appropriate schemes to cover 
setting up of new projects and expansion, diversification, 
Modernisation and rehabilitation of existing units. SIDBIs 
activities comprise refincing of term loan granted by State 
Finance Corporation (SFCs) / Bank and other eligible 
financial institutions, discounting and rediscounting of 
bills arising out sale of machinery/ capital equipment and 
equity type assistance under National Equity Fund (NFE) and 
by way of seed capital to entrepreneurs. SIDBI also extends 
technical and other support services for promotion, 
development and growth of small scale sector. 
Operations during 1990-91 
During the financial year 1990-91 the first year of its 
operations, SIDBI's sanctions and disbursements amounted to 
1 
Rs.2823.8 crore and Rs.2253.5 crore, respectively recording 
1. Ibid. p. 19, 
:]3 
a growth of 35% and 43% over the relative figures under Small 
Industries Development Fund (SIDF) operated by IDBI in the 
previous year. 
Table No.3.13 shows scheme wise assistance sanctioned 
and disbursed by SIDBI from 1989 to 1991. Which constituted 
Table 3.13. 
Table 3.13 
Scheme wise Assistance Sanctioned & Disbursed by Small 
Industries Development Bank of India (SIDBI) 
(From 1989 to 1991) (Rs. in crores) 
Scheme 
Sanctions 
Refinance 
Bills redis-
counting 
Resource support 
to institution 
Equity type 
assistance 
1844.3 
141.9 
93.4 
6.6 
Direct discounting 
Marketing scheme 
Assistance to 
-
-
1989-90 
Disbursement 
2052.2 
107.2 
81.9 
5.6 
-
-
-
Sanction 
1376.3 
240.0 
75.0 
7.1 
2.60 
9 
5.5 
1990-91 
Disbursement 
1561.5 
178.6 
72.1 
5.5 
20.1 
-
0.7 
leasing companies 
Quality testing 
centres 
0.1 
•a 
Infrastructure - - 2.0 
Development 
Short term bills - - 415.0 415.0 
Total 2086.2 1571.0 2823.8 2253.5 
Source: Annual Report of SIDBI 1990-91. 
7.27 percent of the total sanction. In respect of the 
disbursements refinance assistance at Rs.1561.5 crore 
accounted for 69.3 percent. Sanctions under bills finance 
scheme (including bills rediscounting and bills discounting 
and excluding short term bill rediscounting) during 1990-91 
were of the under Rs.266 crore covering 1162 Units. 
Disbursements amount to Rs.l987 crores. Assistance under the 
bills rediscounting scheme includes assistance of Rs.ll7 
crore to state Electricity Boards and Rs.6 crore to state 
Transport undertakings. 
Under the new scheme of direct assistance for marketing 
support assistance of Rs.85 lakh was sanctioned, Equity type 
assistance sanctioned under the seed capital scheme. NEF 
scheme self Employment scheme for Ex-Servicemen and Mahila 
Udyam Nidhi (MUN) scheme during the year aggregated Rs.7, 
crore in respect of 1452 proposals. Among the scheme SEMFEX 
accounted for 875 proposals with assistance of Rs.4.3 crore, 
J5 
followed by NEF with 4.21 proposals receiving Rs.l6 crore and 
1 
MUN with 145 proposals receiving Rs.0.9 crore. 
Industry wise Assistance Sanctioned and Disbursed 
The Industry-wise distribution of assistance under 
Refinancing and Bills Sjchemes during the period 1991-91 
indicates that food products, rubber products, chemical 
products, paper and paper products, textiles, metal products, 
electricity generation and service sector accounted for major 
share of assistance. 
Table 3.14 shows industry wise assistance sanctioned 
and disbursed by small Industries Development Bank of India 
during the period. 
1. See IDBI's Report on Development Banking in India, 
1990-91. 
Table 3.14 
Industry wise Assistance Sanctioned and Disbursed by SIDBI 
during 1990-91 
(Rs. in crore) 
Industry 1991-91 
Sanctions Disbursements 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
a) 
Food Products 
Textiles 
Paper 
Rubber 
Fertilizers 
Chemical & Chemical 
Products 
Cement 
Basic Metals 
Iron & steel 
b) Non-ferrow 
9. Metal Products 
10. Machinery 
11. Electrical & 
Electronic 
12. Electricity equipment 
generation 
13. Transport equipment 
180.9 
213.4 
72.5 
56.2 
5.5 
211.1 
79.4 
31.3 
46.5 
120.8 
127.1 
51.1 
37.0 
1.6 
128.4 
33.0 
27.8 
27.2 
109.3 
93.4 
56.8 
75.9 
75.9 
68.9 
60.1 
48.2 
52.6 
52.6 
V 
14. Service 656.3 88.3 
15. Others 285.6 641.9 
Total 2292.2 1740.1 
Source: First Annual Report of SIDBI 1990-91 
Table 3.«4 depicts that during 1990-91, major share of 
sanction was claimed by textiles industry fRs. 213.4 crores), 
Chemicals and chemical products (Rs.211.1 crore) food 
products (Rs.180.9 crores) and service Rs.656.3 crore). These 
four industries together accounted for 55^ , total sanctions 
remaining amount was shared by other industries. 
Of the total disburements amount during 1990-91 
chemical and chemical products industries have been claimed 
first position with Rs.128.1 crore (7.367o) followed by 
textiles industires with Rs.127.1 crore (7.307o). For for 
products Rs. 120.8 crore (6.967o) and services Rs.641.9 crore 
(36.887o). The remaining 41.6 percent of disbursed 
assistance was shared by other industries. 
The fertilizer industry'have received lowest financial 
assistance from SIDBI during in 1990-91, while chemicals, and 
chemical products and textiles and foods products industries 
:iS 
have received some what more attention of the SIDBI in 
1990-91. 
Assistance to Backward Means: 
During 1990-91 major share of sanctions was claimed by 
Maharastra, Gujrat Karnatka Tamil Nadu and Andhra Pradesh 
Maharastra record bulk of the sanctions (12.7%) followed 
Gujrat (12.l7o) Tamil Nadu (11.5%) Karnataka (8.9%). Andhra 
Pradesh (8.3%) and Uttar Pradesh (83%). These states together 
accounted for 61.8% of the total sanction so far as 
disbursements of financial assistance is concerned, 
Maharastra claimed first position with Rs.210.9 crore 
1 
(12.12%) followed by Tamil Nadu with Rs.206.6 crore (11.87) . 
Table 3.15 shows the statewise assistance sanctioned and 
disbursed to backward areas by SIDIBI during 1990-91. 
1. See First Annual Report of SIDBI 1990-91. 
jy 
Table 3.15 
Statewise Assistance Sanctioned and Disbursed to Backward 
Area by SIDE/ during 1990-91 
(Rs. in crores) 
No 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
. State 
Andhra Pradesh 
Arunachal Pradesh 
Assam 
Bihar 
Goa 
Gujarat 
Haryana 
Himachal Pradesh 
Jammua & Kashmir 
, Karnataka 
Kerala 
Madhya Pradesh 
Maharastra 
Manipur 
Maghalaya 
Mizoram 
Nagaland 
Sanctions 
Backward 
Area 
91.9 
0.6 
16.2 
18.5 
22.7 
96.2 
51.1 
22.2 
29.3 
88.9 
48.8 
5955.9 
45.5 
1.8 
2.7 
3.4 
2.1 
Total 
190.3 
0.6 
16.2 
44.4 
22.7 
278.5 
64.8 
22.2 
29.3 
203.6 
111.4 
111.6 
290.8 
1.8 
2.7 
3.4 
2.1 
Disbursement 
Backward 
Area 
62.5 
0.8 
11.2 
19.3 
17.3 
68.0 
11.4 
23.0 
26.0 
55.7 
36.8 
42.9 
31.9 
2.2 
2.8 
3.6 
2.7 
Total 
128.0 
0.8 
11.2 
43.5 
17.3 
182.6 
50.9 
23.0 
26.0 
145.5 
91.5 
85.3 
210.9 
2.2 
2.8 
3.6 
2.7 
.1,1 
18. Orissa 
19. Punjab 
20. Rajasthan 
21. Sikkim 
22. Tamil Nadu 
23. Tripura 
24. Uttar Pradesh 
25. West Bengal 
26. Union Territories 
17.8 
29.8 
79.4 
1.0 
83.1 
1.3 
83.1 
31.6 
8.7 
50.7 
95.1 
124.1 
1.0 
263.5 
1.3 
189.4 
107.5 
63.2 
17.0 
26.9 
47.1 
1.6 
68.3 
2.0 
795 
26.1 
8.3 
45.5 
83.4 
78.1 
1.6 
206.6 
2.0 
156.3 
85.0 
53.8 
Total 896.6 2292.2 694.9 1740.1 
Source: First Annual Report of SIDBI 1990-91 
The table indicates that assistance sanctioned to units in 
backward areas aggregated Rs.896.6 crores, foring 39.17o of 
total assistance under refinance and bill finance schemes 
during 1991-91. Gujrat claimed bulk (Rs.96. crore) of such 
assistance followed by Andhra Pradesh (Rs. 91.9 crore), 
Karnataka (Rs. 88. crore) Uttar Pradesh and Tamil Nadu 
(Rs.83.1 crore each). 
Of the total financial assistance disbursed to backward 
areas by Small'Industries Development Bank of India during 
1990-91, Uttar Pradesh has received largest share of 
assistance Rs.795 crore (11.447c,), followed by Tamil Nadu with 
:)i 
Rs.68.37o crore (9.847o0 Gujrat and Andhra Pradesh have 
received Rs.68 crore (9.78) and Rs.6.5 crore (8.99%) 
respectively. The remaining 60 percent of financial 
assistance was shared by other states and union territories. 
An analysis of the statewise distribution of 31st March 
1991 reveals that the Small Industries Development Bank of 
India provides assistance financial to well Industrial 
developed states rather than in backward states. Nearly 40 
percent of total assistance sanctional and disbursed by 
SIDBI went to industrial developed states Maharastra, Gujrat, 
Tamil Nadu, Karnataka and Uttar Pradesh. The Industrial 
backward states, Assam, Bihar, Orissa, Madhya Pradesh and 
Arunachal Praadesh should be given more assistance 
eradicating the regional imbalance. 
UNIT TRUST OF INDIA (UTI) 
Since the second world war the unit trust have become 
powerful investments for mobilising savings from the small 
and medium groups in the U.K. and the U.S.A. In recent years 
the movement is gathering momentum in other countries of 
Western Europe as well as in Australia and Japan. The 
government of India was all these years contemplating the 
setting up of such as institution which appropriate 
modification to suit our socio-economic conditions. According 
• 7 arf 
the Unit Trust of India (UTI) was set up in the public sector 
on 1st February 1964. The basic idea behind the setting up of 
the unit trust of India was to promote saving and investment 
habit among the people. 
The invest policy of the unit trust has its impact on 
the unit holders in two ways firstly, the income received by 
the unit holders from the Trust depends upon the return on 
investment made by it. Secondly the appreciation (on 
depreciation) in the values of the investments brings about 
similar appreciation (a depreciation) in the value of units. 
Hence in investing funds the UTI is primarily grinded by two 
consideration i.e. (i) obtaining maximum return on invested 
funds including capital appreciation and (ii) ensuring the 
security of capital. The U.T.I, therefore aims at building up 
of a sound and balanced portfalio maintaining a judicious 
balance as amongst the fixed income bearing securities and 
variable income bearing securities. 
The main objective of the Unit Trust of India is to 
start with a portfolio of securities as the basis of which 
into could be created and sold to the investing public. The 
Trust has been authorised to carry on the following of 
business. 
(1) Trust invests in business and industry directly by 
subscribing to and underwriting of new securities from 
'J2 
stock exchange. 
(2) Unit Trust of India invests in select portfolio of 
securities designed to give the unit holders security 
of capital besides reasonable return and capital 
appreciation. 
(3) Unit Trust of India - mobilises savings channeling them 
into productive investment serving the best interest of 
unit holders. It gives an opportunities to a large 
number of select Indian companies through shares, 
securities etc. The savings of the people are pooled 
and carefully invested. The income derived there from 
is distributed to units holders through an annual 
divide. By law, atleast 90% of the not income must be 
distributed to unit holders, the rest being set aside 
for reserves, provisions etc. 
The Trust has been introduced new schemes at regular 
intervals to suit the need of different categories of 
investors UTI introduced six schemes for mobilising savings 
viz. Defend income units scheme 1990, unit Growth scheme 
2000, 7 years Monthly Income Scheme with Business and Growth 
1990 II, Master Equity Plan 1991 7 year Monthly Income 
1. Kulkarin, P.V. Corporation Finance op.cit. p.775. 
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Scheme with Bonuses and Growth 1991 and capital Growth Unit 
Scheme 1991 (Mashigor UTI also launched the oddlot unit 
scheme 1990 to utilise the odd-lot shares / debentures of 
selected companies into units of different schemes. 
During 1990-91 (July - June), the gross sales of units 
1 
by UTI under all the schemes aggregated Rs.4122.1 crore 
registering a decline of 26.2 percent as compared with the 
total sales of Rs.5583.6 crore in 1989-90, as against this 
during 1989-90 gross sales showed an increase of 44.8 
percent. The decline during 1990-91 was mainly due to fall in 
the sale of units under unit scheme 1964. 
Table 3.16 shows schemewise sales and repurchase by 
Unit of India from 1989-90 to 1990-91. 
Data set out in Table 3.16 reveal that during 19190-91 
(July-June) MISG 90(11) alone neted more Rs.llOO crore. The 
largest ever collected by any of the UTI's schemes so far 
and accounted for more than a quarter of total sales during 
1990-91. The other new scheme to record sizeable sales was 
Master Equity Plan 1991 (Rs.285.6 crore). The sales of units 
by UTI under unit scheme 1971 (UUP) aggregated Rs.283.1 
crores registering a rise of 42.69% as compared with the 
1. See Report on Trend and Progress of Banking in India 
Reserve Bank of India, 1990-91. 
iiS 
sales of Rs. 198.4 crore in 1989-90. As against this sale of 
Units under unit scheme 1964 declined from Rs.3201 crore in 
1989-90 to Rs.699.0 crore in 1990-91 due to a steep decline 
in the sale of units to corporate sector from Rs.2813.00 
crore in 1980-89 to Rs.353 crore in 1990-91. This decline 
was attributable to amendment of scheme 80M of the Income Tax 
Act and dual sale price for the month of July introduced by 
1 
the UTRI from 1990-91. . 
Repurchases of units during 1990-91 increased by about 
4.29 percent. Total repurchases under al the scheme during 
the year amounted to Rs.1101.2 crore as compared with 
Rs.1055.9 crore in the previous year Repurchases under unit 
scheme 1964 were lower by 29.16 at Rs.460.8 crore 
constituting 41.85 of total repurchases. Repurchases under 
the capital Gains scheme 1983 amounted to Rs.264.1 crore 
accounting for 2398 of total repurchases. The total 
outstanding amount under UTI's various schemes as at end 
of June 1991 stood at Rs.16409.3 crore as compared to 
Rs.13391.7 crore at the end June 1990 of this unit scheme 
1964 accounted for 44.267. and capital Gains scheme 1983 for 
6.57o. 
1. See Table 3.16 
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UTI declared higher rate of dividend 1990-91 as 
compared with the p.revious year. The rate of dividend for 
unit scheme 1964 was raised from 18 percent to 19.5 percent 
in 1990-91 and for unit scheme 1971 to 14.5 percent, in 
respect of capital Gain schemes dividend was raised from 
9.907c, to i.e. 5 percent. 
Unit Trust of India invests in business and industry 
directly by subscribing to and underwriting of new securities 
and directly by purchasing securities from stock exchange UTI 
invested major portion of deposits to corporate sector. The 
total investible funds available with UTI as to end June 1991 
at Rs.21393.2 crore, recording an increase of 21.2% over and 
above the increase of 49.1% recorded as at end June 1990. 
UTI's investments in corporate sector at Rs.14381.8 crore as 
at end June 1991 continued the uptrend, registering and 
increase of 47.4% over Rs.9759.3 crore at end. June 1990, 
their share in total investments also went up from 55.3% to 
67.2% as at end June 1991. 
Table 3.17 shows component wise direct assistance 
sanction to corporate sector by UTI since its inception. 
1. See Table 3.16. 
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Table 3.17 
Component wise Assistance Sanction to Corporate Sector by UTI 
upto end March 1991 
Farm of assistance 1988-89 1989-90 1990-91 Cumulative 
upto end 
March 1991 
Privately placed 
debentures/loan 790.2 254.0 569.5 1614.2 
special deposits 421.2 301.7 663.5 1764.0 
Underwriting/Director 
subscription firm 
allotment and rights 
issued of: 
a) Ordinary share 97.9 51.5 51.5 390.7 
b) Preference share 8.9 6.4 10.4 45.6 
c) Bonds Debentures 654.9 683.0 782.3 3762.1 
Total 1296.6 2077.2 20077.2 8576.6 
Source: IDBI's Report on Development Banking in India 1990-91 
Table 3.17 indicates that assistance sanctioned by UTI 
to the corporate sector went up by 60.27o in during 1990-91 
to aggregate fe«2077.2 crore sanctioned by way of privating 
placed debenturesterm loans and special deposits more than 
douled during 1990-91 to Rs.569.5 crore and Rs.663.5 crore 
respectively as against Rs.254 crore and Rs.301.7 crore 
99 
during 1989-90. Whie assistance sanctioned by way of 
underwriting direct subscriptions to shares in 1990-91 
remained at almost the same level as 1989-90, to' debentures 
it rare by 14.57c, to Rs. 782.3 crore, their shares in total 
sanctions, however fell from 4.57=, to 37, in respect of shares) 
and from 52.77, to 37.77. (in respect of debentures). 
Aggregate sanctions by way of underwriting direct 
subscription to debentures claimed the largest shares (43.97) 
ofo cumulative sanctions up to end March 1991, followed by 
privately placed debentures (term loans (30.57, and special 
1 
deposits (20.67,). 
The industrial scnee in India over the last few year 
has undergone a dramatic change. The liberalization of 
industrial controls which promoted free entry of units 
1. See table 3.17 
1)0 
Table 3.18 
Industry wise cumulative Assistance Sanctioned and Disbursed 
by Unit Trust of India up to end 31st March 1991 
(Rs. in crore) 
Industry 
1. Food Products 
2. Textiles 
3. Paper 
4. Rubber 
5. Chemicals and 
chemical product 
6. Cement 
7. Metals 
a) Iron steel 
b) Non ferron 
8. Machinery 
9. Transport 
10. Electricity 
generation 
11. Services 
12. Others 
Total 
Sanction Cumulat 
upto end 
31st march 91 
14.5 
133.0 
21.8 
38.2 
430.8 
s 
8.1 
118.7 
5.5 
202.4 
5.3 
1.0 
171.3 
926.6 
2077.2 
83.0 
733.6 
92.6 
138.1 
1623.0 
203.8 
505.9 
108.4 
1171.1 
209.4 
691.7 
544.4 
2471.6 
8576.6 
ive Disbursement 
cumulative end 
31st March 1991 
10.1 
104.0 
19.9 
33.8 
193.7 
13.9 
34.9 
21.0 
109.5 
23.8 
23.0 
161.8 
833.3 
1582.7 
62.3 
607.9 
87.5 
81.5 
1076.7 
207.1 
384.4 
95.1 
740.0 
185.9 
369.2 
360.3 
1939.6 
6197.9 
Source: Compiled from various Annual Reports of UTI 
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in several industries sector has brought about a surge in 
investment. The measures are now beginning to have impact on 
the industrial production. Reflecting the impact of this 
change the industrial production has witnessed a marked 
increase. Unit Trust of India has played a significant role 
in development of industries. During 1990-91, the paper 
industry witnessed the highest growth of over fine time in 
sanctions followed by chemicals and chemical products which 
recorded a rise of over four and half times. 
Table 3.18 highlights industry wise cumulative 
assistance sanctioned and disbursed by unit Trust of India up 
to end 31 March 1991 (Rs.l33 crore on 6.4%) and basic metals 
(Rs.124.2 crore on 67o). Chemicals and chemical products 
industry was also the largest recipient of disbursements at 
Rs.193.7 crore on 12.23 percent followed by services 
(Rs.161.8 crore 10.22%) . 
Table 3.18 also reveals that highest cumulative 
financial assistance sanctioned and disbursed to chemicals 
and chemical products industry by UTI to Rs.l623 crore 
(18.927o) and Rs.l076 crore (17.37%) respectively, followed by 
machinery Rs.ll71. 1 crore (13.657o) and Rs.740.4 crore 
(11.9l7o) respectively. Foods products industry has received 
lowest financial assistance. The industry which received 
significant assistance from unit trust of India were 
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chemicals and chemical products, textiles, Machinery, basic 
metals electricity generation and services continued to 
figure prainnently in the Trust's portfolio, together 
accounting for early 58, 63?o of the Trust's total 
investments. Transport equipment cement, Rubber paper and 
foods products were the other industries in which the trust 
has substantial investment. 
From the above discussion it can be concluded that 
perferenance of UTI is satisfactory in paying dividend as 
well as in its investment operation. Its main object of 
pooling the savings of the middle class people has also been 
fulfilled. Trust played a significant role in development of 
entrepreneurs. 
LIFE INSURANCE CORPORATION OF INDIA {LIO 
The life Insurance Corporation of India occupied a 
unique position among the financial institutions that operate 
in India money market. The LIC was established in 1956 of 
nationalisation of life insurance business in the country 
with the objective of exclusively managing the life insurance 
business and deployment the funds of the policy holders 
within the framework of Government guidelines. LIC operates 
on number of scheme to-cover individuals, groups and also 
landless labourers of rural area. 
133 
Life Insurance Corporation of India have been playing a 
key role in the capital market as a buyer of Industrial 
securities and as underwriters of new issues in the private 
1 
sector. L.I.C. invests its funds in Government and other 
securities in the form of shares, bonds and debentures and 
extends assistance for development of socially oriented 
sectors and infrastructure facilities like housing rural 
electrification, water supply, sewerage etc. It also provides 
finance to industrial sector by way of term loans and 
underwriting/ direct subscription to shares and debentures. 
In addition LIC extends resource support to terra tending 
institutions by subscribing to their sharea and bonds. 
Life Insurance Corporation has three subsidiary camp 
anies viz. LIC Mutual Fund, LIC International and LIC 
Housing Finance. The LIC has the following aims and 
objectives. 
i) To sprpead life insurance much more widely and in 
particular to the rural areas and to the socially and 
economically backward area with a view to reaching all 
insurable person in the country and providing them 
adequate financial cover against death at a reasonable 
cost. 
1. Bushan, Y.K. Business organisation, Sultan Chandra and 
Sub Publisher, Bombay, P.F.M. 45. 
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ii) To maximise mobilisation of people's saving by making 
insurance linked savings adequately attractive. 
iii) To conduct business with upmost economy and with the 
full realization the money belongs to the policy 
holders. 
iv) To act as trustee of the insured public their 
individual and collective capacities. 
v) To meet the various life insurance needs of the 
community that would arise in the changing social and 
economic environment. 
vi) To promote amongst all agents and employees of the 
corporation a sense of participation and job 
satisfaction. 
SANCTIONS AND DISBURSEMENT: The cumulative net financial 
assistance sanctioned by Life Insurance Corporation of India 
1 
upto end 31st March 1991 amount Rs.4334 crore of which a sum 
of Rs.3296.2 crore was disbursed. 
1. See IDBI's Report on Development Banking in India 
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Table 3.19 
Assistance sanctioned and disbursed by Life Insurance 
Corporation of Indian from 1981-82 to 1990-91 
(Rs. in crore) 
Year 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
198-87 
1987-88 
1988-89 
1989-90 
1990-91 
Sanctions 
165.5 
136.5 
166.8 
219.9 
383.6 
363.8 
362.7 
660.2 
578.2 
688.1 
Growth rate 
-
-17.5 
22.2 
31.8 
74.4 
-5.2 
-0.3 
82.0 
-1.4 
19.0 
Disburement 
115.9 
86.6 
140.9 
161.5 
261.9 
389.8 
342.3 
442.0 
455.2 
427.4 
Growth rate 
-
-36.6 
62.7 
14.6 
62.2 
48.8 
-12.2 
29.1 
3.0 
-6.1 
Source: Compiled and Computed from various Annual Reports of 
Lie. 
Table indicates that the assistance sanctioned by LIC 
to the industrial sector during 1990-91 increased by 19 
percent to Rs.688.1 crore from Rs.578.2 crore in 1989-90 
Disburements however declined by 6.1 percent to Rs.427.4 
crore from !v455.2 crore in 1989-90. During 1981-82. The 
financial assistance sanctioned by the LIC amounted to 
106 
Rs.165.5 crore to Rs.688.1 crore in 1990-91 recording a rise 
of 315-7 percent. It indicates annual rise of more than 31 
percent during in period. Similarly disburserent of of LIC 
west up from Rs.135.9 crore 1981-82 to Rs.427.4 crore in 
1990-91, showing an over all rise of more than 214.4 percent 
1 
during the period. 
Table 3.20 shows component wise direct cumulative 
assistance sanctioned and disbursed to industrial sector by 
Life Insurance Corporation of India upto end 31st March 1991. 
Table 3.20 reveals that direct assistance to Industry 
sanctioned by Life Insurance Corporation of India in the form 
of term loans and Industriling/ direct subscription to shares 
and debentures rose by 19 percent to Rs.688.1 crore in 1990-
91 from Rs.578.2 crore in 1989-90. While tern loan recorded 
an impression growth of 59.7 percent Rs.l48 crore in 1989-90 
to Rs.234.4 crore in 1990-91, assistance by way of under 
writing/ direct subscription crore moderality by 5.2 percent. 
However, disbursement of direct assistance fell by 6.1 
percent to Rs.42.4 crore in 1990-91 from Rs.435.2 crore in 
1989-90. The terms loans increased from Rs.100.7 crore to 
Rs.170.3 crore showing rise of more than 69 percent. 
1. See table 3.19. 
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Disbursements in the form of direct subscripcion/ 
underwriting declined by 37.4 percent to Rs.257.1 crore in 
1990-91 from Rs.354.5 crore in 1989-90. Cumulatively 
assistance sanctioned by Life Insurance Corporation upto end 
March 1991, aggregated Rs.4334 crore, comprising terra loams 
of Rs.1752.1 crore (40.47o share) and underwriting/ direct 
subscription Rs.2581.9 crore 59.6 percent cumulative 
disbursements up to end March 1991 stood at Rs.3296.2 crore 
with term loans constituting 4l.37o and underwriting/ direct 
1 
subscriptive 58.77o. 
After having discussed the pattern of investnent of 
Life Insurance Corporation of India, we shall nwo thus to 
discuss about statewise direct assistance. Table 3.21 shwos 
statewise direct cumulative assistance sanctioned and 
disbursed by LIC upto end 31st March 1991. 
1. See table 3.20. 
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Table 3.21 
(Rs. in crore) 
State Sanctions Disburen:ents 
Andhra Pradesh 360.6 319.^ 
Assam 25.7 15.4 
Bihar 163.4 184.4 
Goa 13.5 6.6 
Gujrat 747.6 582.3 
Haryana 36.0 14.1 
Himachal Pradesh 3.5 2.3 
Jammu & Kashmir 2.7 2.5 
Karnataka 172.7 172.5 
Kerla 38.9 36.5 
Madhya Pradesh 183.4 99.9 
Maharashtra 1173.5 784.7 
Maghalya 1.7 1.4 
Orissa 73.6 56.6 
Punjab 46.8 42.8 
Rajasthan 117.6 91.2 
Tamil Nadu 362.6 293.6 
Tripura 0.4 0.3 
Uttar Pradesh 208.8 154.4 
no 
West Bengal 337.7 268.9 
Union Territories 263.1 166.2 
Total 4334.0 3296.2 
Source: Compiled from various annual reports of LIC. 
Table 3.21 depicts the statewise distribution of 
financial assistance sanctioned and disbursed by the Life 
Insurance Corporation It indicates the cumulative assistance 
of the order of Rs.1173.5 crore (27.7%) followed Gujrat with 
the assistance of the order of Rs.747.6 crore (17247o). Andhra 
Pradesh with an assistance of Rs.360.5 crore (8.31%). Tamil 
Nadu with an assistance of Rs.362.9 crore (8.37), and west 
Bengal with an assistance of Rs.337.7 crore (7.79%). Table 
also shows that \he state Andhra Pradesh, Maharastra, Gujrat, 
Tamil Nadu and West Bengal captured 69 percent of total 
assistance sanctioned during the period undeserview. The 
remaining 31% of assistance was shared by other states and 
union territories. 
Of the total disbursements amounted uptoo 31st March 
1991 Maharastra also calimed first position with Rs.784.7 
crore (23.8) disbursed followed by Gujrat with Rs.784.7 crore 
(23.8) disbursed followed by Gujrat with Rs.784.7 crore 
(23.8) disbursed followed by Gujrat with Rs.582.3 crore 
111 
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(17.6) disbursed. For Andhra Pradesh Rs.293.6 crore (89%) 
and west Bengal Rs.268.9 crore (8.15) have been disbursed. 
Therefore state have been received 58.57o of total disbursed 
assistance. The remaining amount was shared by the other 
states and union territories. 
An anaalysis of statewise distribution of financial 
assistance reveals that Life Insurance Corporation farmed 
well industrial developed states viz. Maharastra, Gujrat, 
West Bengal, Tamil Nadu, rather than industrial backward 
states like Bihar, Orissa Rajasthan and Assam. Nearly 607o of 
total assistance sanctioned and disburshed by LIC to above 
mentioned industrial developed state. The industrial backward 
states should be given more attention for eradicating the 
regional imbalance. 
After having discussed the role of financial institute 
(viz. IFCI, IDBI, ICICI, UTI & LIC) in entrepreneurial 
development. We shall now turn to discuss the role of All 
India Financial Institution (Collectively) in entrepreneurial 
development. All India Financial Institution (AIFIs} 
comprising IDBI, IFCI, ICICI, SIDBI, LIC, UTI and GIC 
recorded a growth of 26.87o in sanctions during 1990-91. 
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Aggregating Rs.18791 crore. Disbursement amounting to 
Rs.11531.6 crore went by 27.7 percent. Table 3.22 indicates 
the financial assistance (sanctioned and disbused) by All 
India Financial Institutions during the year 1988-89 to 
1990-91 
The table reveals that sanctions by the development 
banks (IDBI, IFCI, ICICI and IDBI) during 1990-91 Went up by 
24.1% to Rs.16139.0 crore in 1990-91 from Rs.12999.0 crore 
in 1989-90. Similarly assistance disbused by there 
development banks aggregating Rs.9792.6 crore in 1990-91 
recording on increase of 29.3 percent over the 
disbursements of Rs.7570.2 crore in 1989-90 Assistance 
sanctioned by the investment institutions (LIC, UTIC & GIC) 
went up by 47.6% as Rs.3078.2 crore in 1990-91 from Rs.2086 
crore in 1989-90. Similarly assistance disbursed by the 
investment institution aggregating Rs.2156.5 crore in 1990-
91 recording an increase of 25.72 percent over the 
disbursements of Rs.1715.3 crore in 1989-90. 
Data set out in table also shows that amount of 
sanctions by the IFCI has increase from Rs.1905.6 crore in 
1988-89 to Rs.2967.1 crore in 1990-91 indicating an overall 
increase of nearly 55.7 percent and disbursement increased by 
1. See IDBI's Report on Development Banking in India, 
1990-91. 
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nearly 34.1 percent i.e. from Ks.10053 crore in 1988-39 to 
Rs.1527.2 crore in 1990-91 during the period under review. 
Similarly the amount sanctioned by the IDBI went up from 
Rs.6730.2 crre to Rs.68970 crore in 1990-91 showing an over 
all rise of more than 2.47o the disbursement has declined 
from Ks.47458 crore in 1988-89 to Rs.4459.4 crore in 1990-91. 
Likewise the Industrial Credit and Investment Corporation of 
India sanctioned Rs.2056.1 crore in 1988-89 to Ks3861.1 
crore in 1990-91 i.e. an increase of nearly 87.17<.. The amount 
disbursed by the ICICI went up by 81.2 percent i.e. from 
1 
Rs.1085.6 crore in 1988-89 to Rs.1967.5 crore in 1990-91. 
The Unit Trust of India (UTI), sanctioned to Rs.1973.1 
crore in 1988-89 to Rs.2077.2 crore in 1990-91 i.e. an 
overall rise of nearly 5.27 percent. The amount disbursed by 
the UTI c constituted for 45.04 percent, from Rs.1091.2 crore 
in 1988-91 to Rs.1582.7 crore in 1990-91. Course of neatly 
the life Insurance Corporation of India sanctioned for 
financial assistance Rs.660.2 crore in 1988-89 to Rs.688.1 
crore in 199-91 crore in 1990-91. Showing an over all rise 
of nearly 4.22 percent. The amount disbursed by the LIC 
accounted for 3.3 percent i.e. from Rs.442.0 to Rs.427.4 
crore in 1990-91. 
1. See table 322. 
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The share of development banks in the total assistance 
sanctioned by AIFIs was 85.97,, during 1990-91 as against 
87.7% in 1989-90. Development banks accounted for 84.9% share 
in total assistance disbursed by the All India Financial 
Institution 1990-91 (83.9% in 1989-90), while the share of 
Investment Institution in sanctions increased to 16.4 percent 
1990-91 from 14.1% in 1989-90. Their share in disbursements 
was 18.7% as compared to 19% in 1989-90. The Industrial 
credit and Investment Corporation of India (ICICI) recorded 
the top position for financial assistance which can been 
seen from table 3.22. The rate of growth in the amount 
sanctioned and disbursed by the ICICI constituted 87.1 
1 
percent and 81.2 percent respectively. 
Statewise Assistance Maharastra accounted for a quarter 
(25.5%) of All India Financial Institutions sanctions during 
1990-91 at Rs.4438 followed by Gujrat with 14.5% share, 
Andhra Pradesh (0.6%) Tamil Nadu 77% Uttar Pradesh (76%) and 
Madhya Pradesh (6.8%). There six states together accounted 
for more than 70 percent of AIFI sanctions during 1990-91. 
Table 3.23 shows cumulative financial assistance sanctioned 
and disbursed by All India Financial Institution up to March 
1991. 
1. See table 3.22, 
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Table 3.23 
Statewise Cumulative Assistance Sanctioned & Disbursed by All 
India Financial Institution ( AIFIs) upto end March 1991 
(Rs. in crores) 
No 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
. State 
Andhra Pradesh 
Arunachal Pradesh 
Assam 
Bihar 
Goa 
Gujarat 
Haryana 
Himachal Pradesh 
Jaramua & Kashmir 
, Karnataka 
Kerala 
Madhya Pradesh 
Maharastra 
Manipur 
Maghalaya 
Mizoram 
Nagaland 
Sanctions 
Backward 
Area 
30069 
19.4 
6625 
465.3 
711.2 
3804.1 
645.0 
1015.3 
478.7 
2012.4 
667.5 
2717.8 
3983.7 
38.5 
83.7 
31.7 
36.2 
Total 
7464.9 
19.4 
662.5 
2030.7 
711.2 
11301.1 
2314.7 
1015.3 
478.7 
4920.4 
1727.8 
4863.6 
18250.6 
38.5 
83.7 
31.7 
36.2 
Disbursement 
Backward 
Area 
2141.0 
14.3 
427.5 
293.3 
513.7 
2584.1 
468.9 
538.9 
375.0 
1549.0 
5224 
1816.0 
2415.3 
30.3 
72.1 
27.1 
34.5 
Total 
4900.5 
14.3 
427.5 
1348.5 
513.7 
7651.0 
1639.7 
538.9 
375.0 
3766.3 
1338.8 
3142.4 
12248.9 
30.3 
72.1 
27.1 
34.5 
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18. Orissa 868.3 2333.8 663.1 1633.0 
19. Punjab 1152.9 2678.1 875.9 2018.0 
20. Rajasthan 1891.2 3884.0 1289.0 2368.1 
21. Sikkim 30.5 30.5 24.4 24.4 
22. Tamil Nadu 2233.0 7854.9 1765.2 5861.4 
23. Tripura 36.6 36.6 25.2 25.2 
24. Uttar Pradesh 4081.6 8305.6 2694.1 5627.2 
25. West Bengal 1587.8 4161.6 1058.8 3022.8 
26. Union Territories 561.8 2412.7 345.0 1646.8 
Total 32323.6 87655.2 22564.9 60294.9 
Source: IDBI's Report on Development Banking in India 
1990-91. 
Table 3.23 reveals that Maharastra claimed largest share of 
cumulative assistance sanctioned i.e. Rs.18250.6 crore (20.8') 
followed by Gujrat with the assistance of the order of the 
Rs.11301.1 crore (12.89%), Tamil Nadu with a assistance of 
Rs.7854.9 crore and Andhra Pradesh with a assistance of 
Rs.7464.9 crore (8.96). Table 3.23 also indicates that 
the state Maharastra. Gujrat, Uttar Pradesh and Tamil Nadu 
have captured 52.12 percent of total assistance sanctioned 
during the period under review. The remaining 47.88 of total 
assistance shared by other states and Union Territories. 
!18 
Of the total disbursement amount upto 31st March 1991 
Maharastra also claimed first position with Rs.12248.9 crore 
(20.3%). For Uttar Pradesh Rs.5861.4 crore (9.72%) and Andhra 
Pradesh Rs.4900.5 crores (8.12%) have been disbursed. There 
four states have received 50.82 percent of the total 
assistance. The remaining amount was shared by the other 
1 
states and union Territories. 
Table 3.23 indicates that of the total financial 
assistance sanctioned to backward areas by the All India 
Financial Institutions upto 31st March 1991, to Rs.32823.6 
(37.44 of total) Uttar Pradesh claimed first position with 
Rs.4081.6 crore (12.43%) followed by Maharastra with Rs.3983 
crore (12.13%), Gujrat with a assistance of Rs.3904.1 crore 
(11.587o). Andhra Pradesh with an assistance of Rs.3006.9 
crore (9.16%) and Madhya Pradesh with an assistance of 
Rs.2717.8 crore 8.287o. The remaining 46.42 percent of the 
assistance was shared by other states and Union Territories. 
Of the total disbursements amounted up to 31st March 
1991. Uttar Pradesh claimed first position with Rs.2694.1 
crore (11.93) disbursed followed by Gujrat with 2584.1 crore 
(11.45%). Maharastra Rs.2415.3 crore (10.7%) and* Andhra 
Pradesh Rs.2141.0 crore (9.48) have been disbursed. The 
1. See table 3.23. 
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remaining amount was shared by other states and union 
territories. 
An analysis of statewise distribution of financial 
assistance to backward area reveals that All India Financial 
Institution favoured well industrial developed states viz 
Maharastra, Tamil Nadu. Gujrat West Bengal and Uttar Pradesh, 
while backwards areas of less developed states have been 
neglected by AIFI. 
After having discussed the role of development banks 
in entrepreneurial development. Now we shall discuss about 
role of commercial banks in entrepreneurial development. 
COMMERCIAL BANKS 
The business of a commercial bank is primarily to hold 
deposits and make loans and investments with the project of 
security profit for its share holders. The Indian Commercial 
banks normally called joint stock Banks, which specialise in 
1 
financing internal commerce trade and industry. Banking in 
India on Western lines had started from the beginning of the 
19th century. The first joint stock bank was established at 
Calcutta by the name of bank of Hindustan and was under 
1. Sundram, KPS Money, Banking, Trade and Finance, Sultan 
Chandra and Sons Publication, New Delhi, 1980, p.31. 
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European management. But this Bank failed. At the time, the 
Bank of Bengal (1806) Bank of Bombay (1840) and Bank of 
Madras (1843) were started with the financial participation 
of the Government. The first purely Indian joint stock bank 
was the oudh commercial bank which came into existence in 
1889 it was followed by the Punjab National Bank in 1894 and 
1 
people's Bankin 1901. 
The Indian banking system had gone though a series of 
crisis and consequent bank failures. But after Independence 
the Indian Banking system recorded rapid progress. In 1969 14 
top commercial banks have been nationalised after this 6 
other commercial banks have also been nationalised in 1980. 
The nationalisation of 20 banks in 1969 and 1980 has given 
banking a sense of direction and purpose. Commercial bank has 
placed a significant role in development of entrepreneurship 
by supplying the finance to industry, trade agriculture and 
profession. The main functional area at through which 
commercial banks can help development of entrepreneurship is 
the development of credit. The commercial banks may make 
their debut in entrepreneurship development are ancillary 
tiny and small industries, agro-based village and college 
industries and allied agricultural activities Business and 
trade as well as professions may also serve a good base 
1. Ibid. 
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whereas the banks may motivate people to became entrepreneurs 
in the capacity of self employed people. 
For development of entrepreneurship the commercial 
banks designed and implemented various innovative schemes 
which are as: 
Self-Employment Scheme for Educated Unemployed Youth (SEEUY): 
The SEEUY was introduced seven year ago in 1983-84. The 
scheme envisages that at least 307o of beneficiaries should 
belong to scheduled castes and scheduled tribes. In the first 
1 
three years the number of beneficiaries targetted was 2.50 
lakh in each year and this was lowered to 1.25 lakh in 1987-
88. 1989-90 and 1990-91. There was a sharp decline in number 
of educational youth benefiting during 1990-91 at 54700 
beneficiaries both as against the largest of ;-3l.25 lakh 
beneficiaries and- also be compared with previous year's 
achievement offe97000. Likewise the amount of loan sanctioned 
was substantially lower at Rs.150.6 crore as against Rs.l90 
crore sanctioned in the previous year. 
Self Employment Programme for Urban Poor (SEPUP) introduced 
by the Gove rnment of India under 1986 , 1987 is intended to 
encourage families living below the poverty line in 
1. Repant a Currency and Finance 1990-91. 
i?2 
metropolitan urban and semi urban areas to undertake self 
employment venture with the help of subsidy and bank credit 
1 
under the programmef^ .36 lakh loans amounting to Rs.60.61 
crore were sanctioned by the banks during 1990-91. 
The Scheme of Urban Micro Enterprises (SEME) has been 
introduced from June 15, 1990 with the objective to provide 
employment to the unemployed and under employed poor in urban 
areas. It covers unemployed urban poor living below the 
poverty live in metro political areas, cities and town not 
covered by IRDP. 
Integrated Rural Development Programme (IRDP) nas been 
recognised as a pioneering the banks had assisted 28.98 lakh 
beneficiare in 1990-91 (upto March 1991) and disbursed a 
total amount of Rs.1990-91 (upto March 1991) and disbursed 
a total amount of Rs.1190.03 crore as loan and Rs.808.87 
2 
crore as subsidy. Out of the 28.98 lakah beneficiaries 
assisted during the year 14.46 lakh belonged to scheduled 
castes and scheduled tribes and 8.95 lakh were women. 
As per the modified scheme, with effect from April 2, 1990 
at least 50 percent of assisted families under IRDP should 
belong to scheduled castes and scheduled Tribes and at least 
1. Ibid. 
2. Report on Trend and Progress of Banking in India 
1990-91. 
t 7 7 
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40 percent of the total beneficiaries should be women with 
effect from April, 1991 Government of India has enhanced the 
subsidy admissible under IRDP to the physically handicapped 
to 50 percent subject to a monetary limit of Rs.500U per 
family. 
Scheme of Preparing Ex-Servicemen for Self Employment 
(PEXSEM) was formulated by the Government of India in the 
year 1983-84 with a view to providing training guidance and 
financial assistance to releasing and realized defence 
personnel who wish to start self employment ventures in rural 
areas. The scheme was initially confined to six districts in 
the six states. During the year 1990-91 the scheme is in 
2 
operation in 45 districts in 11 states of the country. 
Differential Rate of Interest Scheme: 
Under this popular poverty alleviation programme, which 
envisages the concept of lending to the poor at a low rate of 
interest, the advances of public sector banks at the end of 
3 
June 1991 stool at Rs.642.69 crore in 34.53 lakh barrowal 
accounts as against Rs.708.03 crore in 42.87 lakh borrowal 
accounts six month earlier in June 1990. For the same period, 
1. Ibid, 
2. Ibid, 
3. 
1 >4 
the outstanding advances under the schere ro the 
beneficiaries belonging to scheduled castes ana scneduled 
Tribes amounted to Rs.291.25 crore in 16.3 la.<h borrowal 
accounts farming 45.3 percent of total DRI advance-. Thus 
exceeding the prescribed target of 40 percent. 
Certain modification have been effected in cne scheme 
during the year. Housing loans upto Rs.5000 direct and 
indirect advances) granted to scheduled caste/scheduled Tribe 
beneficiaries who satisfy the income criteria sirulated under 
the scheme will now be classified by banks under DRI scheme. 
SC/ST beneficiaries availing of housing loans upto Rs.5000 
have been brought under DRI scheme, such beneficiaries would 
in addition be eligible for further assistance for 
productive activities either under the scheme upto Rs.6500 as 
under IRDP/SEPUP/SEEUY/SUME. 
CONCLUSION 
From the forgoing analysis it can be concluded that 
various financial institutions like IDBI, IFCI, ICICI, LIC & 
UTI etc. are investing their mobilised money in different 
sector and areas of the country for developaent of 
entrepreneurship. These institution provide financial 
assistance to entrepreneurs of backward areas and backward 
communities. But these institution have inclined towards 
industrial developed states viz. Maharastra Tamil Nadu, 
19^ 
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Gujrat, Andhra Pradesh and West Bengal. No satisfactory 
steps have been taken to eradicate the regional imbalances in 
individual development. 
The All India Financial Institutions, however perform a 
very useful function in building entrepreneurship through 
several schemes and services. In the next chapter we will 
discuss the role of state level financial institutions of 
Uttar Pradesh in entrepreneurial development among backward 
communities and region of this state. 
Chapter I 
ROLE OF STATE FINANCIAL INSTITUTIONS IN 
ENTREPRENEURIAL DEVELOPMENT 
!25 
In the previous chapter the role of All India Financial 
Institutions i.e. (IDBI, IFCI, ICICI, SIDBI, UTI & LIC) in 
the development and growth of entrepreneurship has been 
analysed. The purpose of the present chapter is to highlight 
the functions and the role of state level financial 
institutions of Uttar Pradesh ie. (UPFC, UPSIDC & PICUP) in 
entrepreneurial development among backward communities and 
backward regions of the state. 
Entrepreneurial Profile of U.P. 
Uttar Pradesh is one of the leading states in the 
country in manufacturing hand made items and far exporting 
the same to the foreign countries. It is useless to say that 
leather goods of Agra and Kanpur, Dari and gold works of 
Varanasi, Carpets from Bhadoi, brasswares of Moradabad, Lock 
of Aligarh, the Chicken embroidery of Lucknow, Scissors and 
knives from Meerut and Rampur, soap-stone ware from Agra and 
Jhansi, Glass works of Firozabad and Industrial goods of 
Ghaziabad are supplied to every part of the country and same 
1 
to foreign countries also. Uttar Pradesh's share is about 
one sixth in total production of handicrafts in India About 
seven lakh persons are employed in this section producing 
1. Jinnah, M.A. & Saxena A.K. The Role of Financial 
Institutions in Development of Entrepreneurship, Mittal 
Publications Delhi, 1989, p.261. 
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articles worth Rs.810 crore annually. Article worth Rs.400 
1 
crore are exported. 
The leather industry in the state has carved out a 
place for itself in the country both for its employnent 
potential and foreign exchange earning capacity. The tanning 
industry is concentrated at Kanpur and the footwear industry 
both at Kanpur and Agra. For development of leather Industry 
U.P. Leather Development and Marketing Corporation has been 
established The turn over of this Corporation in 1989-90 
2 
touched the mark of Rs.275.30 lakh. 
Handloom Industry holds an important place in the 
cottage industry in the state. About 15 lakh weavers are 
engaged in this industry. This industry produced 66.02 crore 
meters of cloth during 1988-90 and its turn over touched Rs. 
3 
105 crore. Twenty four spinning mills in public and co-
operation sectors are functioning in U.P. for providing yarn. 
These mills provided yarn in adequate quantity to the weavers 
of the decentralised sector. About 44000 person have been 
provided employment in this sector. 
1. India 1991, Publication Division, Ministry of 
Information and Broad casting. Govt, of India p.943. 
2. Ibid. p. 943. 
3. Ibid. p. 9434. 
1 ;3 
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Thirty five sugar mills provide livelihood to more than 
25 lakh families of sugar cane cultivators in the state. The 
economy of the state is, therefore, largely dependent on the 
health of the sugar industry. In 1988-89 sugar production 
went up to 58 lakh quintals, with several lakh tonnes of 
1 
uncrushed sugar cane. By the end of Vlllth five years plan 
216251 Small Industrial units were set up. Articles worth 
Rs.418.6 crore were produced by this units providin-
employment to 14,45060 person. Similarly 939 medium and large 
scale industrial units were set up. These units produced 
articles worth Rs.10980 crore and provided employment to 
448,938 persons. The total investment in these units is 
2 
around Rs.7842.98 crore. The following table indicates the 
annual progress of small scale industrial units in Uttar 
Pradesh from 1985-86 to 1991-92. 
1. Mathur M.B., Uttar Pradesh, National Book Trust of 
India New Delhi, 1988, p.191. 
2. India 1991 op.cit. p.943. 
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Table 4.1 
Development of Small Scale Industries in U.P. From 1985-86, 
1990-91 
Year Number of Small 
Industrial Units 
Target Achievement 
Estiriated No. of persons 
production employed 
(Rs.in crore) 
1985-86 16000 
1986-87 18000 
1987-88 20000 
1988-89 22000 
1989-90 24000 
1990-91 30000 
16584 
18893 
20875 
23150 
26039 
30246 
321, 
366, 
404, 
448, 
504, 
285, 
.00 
.00 
.00 
.00 
.00 
.12 
87074 
94465 
98164 
112178 
132423 
146967 
Source: Progress Report, Directorate of Industry, Government 
of Uttar Pradesh, 1991-92 p.20. 
As is reflected in the above table the total number of 
small units in Uttar Pradesh was 16584 in 1985-86 which has 
risen to about 30246 in 1990-91. In other words there has 
been nearly 2 times increase in thenumber of small units 
during the period under review. The target to establish small 
scale industrial units was 16000 in 1986-86 which has risen 
to 30,000 in 19909-91. In 1990-91 30246 small industiral 
units were set up. These industries were providing 
employment to 146967 people accounting for production of 
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Rs.285.12 crore in the same year, as against 16584 units were 
set up in 1985-86, which were providing employment to 8074 
1 
persons accounting for a production of Rs.321.0 crore. 
Despite the above mentioned development, Uttar Pradesh 
is still one of the industrially backward state in the 
country. It is irony of fate that the most populous state in 
India i.e. Uttar Pradesh occupies an insignificant place on 
2 
the Industrial map of the country. The most of the 
districts of state are still industrially and economically 
backward. The entrepreneurial activities are captured by 
Upper Castes (viz. Brahmin, Kahatriya, Vishya etc) while 
backward communities are inclined toward agriculturual 
activities rather than industrial activities. In order to 
accelerate the development of industries in backward regions 
the state government has taken some concrete steps. The most 
backward districts have been declared industrially backward. 
The districts of the state have been classified into four 
categories by the Central Government. The new industrial 
policy has retained this classification. The most backward 
districts are classified as category A less backward 
1. See Table 4.1. 
2. Gupta M.C. Entrepreneurship in Small Scale Industries. 
Anmol Publication, New Delhi, 1987. 
vn 
districts as category "B" least back districts as category 
"C" and non backward districts as category "D" as under:-
Category "A" (Most Backward Districts) 
Banda Hamirpur 
Jalaun Fatehpur 
Jaunpur Sultanpur 
Kanpur (Rural) Almora 
Chomoli Pauri Garhwal 
Tehri Garhwal Uttar Kashi 
Pithoragarh Dehradun 
Nainital 
Category "B" (Less backward districts) 
The trans Yamuna area of 
Allahamad Except Naini. Basti 
Sidharthnagar Faizabad 
Jhansi Lalitpur 
Raebareli Ballia 
Category "C" (Least backward districts) 
Azamgarh Mau Bahraich 
Deoria Barabanki Etah temaining area) 
Etawa Farrukhabad Ghazipur 
Gonda Hardoi Mainpur (remaining area) 
Mathura Moradabad Pilibhit 
(remaining area) 
Pratapgarh Rampur Shahjahanpur 
Badaun Sitapur Unnao 
Category "D" (Non backward districts) 
Kanpur city Agra (remaining Ferozabad 
area) (Remaining area) 
Bareily 
Meerut Ghaziabad Bijnor 
Lakhimpur Kheri Aligarh (remaining area) 
Varanasi Mirzapur Sonbhadra 
Gorakhpur Maharjganj 
Source: UPSIDC-Adds a New Chapter in Industrial Promotion, 
Issued by UP State Development Corporation Limited 
Kanpur. 
Before a decade there was no facilities available for finance 
to backward communities and backward region due to which the 
development of entrepreneurship was not possible among 
backward classes and areas. The development of 
entrepreneurship among these communities depends upon the 
banking and financial institutions. Without having these 
instituions the development of entrepreneurship is not 
possible. So the government of Uttar Pradesh has set up 
various financial Institution with the help of central 
Government for development of entrepreneurship in the state. 
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The U.P. State Industrial Development Corporation (L'PSIDC), 
U.P. Financial Corporation (UPFC), Pradeshik Industrial and 
Investment Corporation of Up Ltd (PICJP), UP Minority 
Financial & Development Corporation, UP Scheduled Castes 
Financial and Development Corporation and District Industries 
Centres (DICs). Beside these institutions nationalised 
commercial .banks, Regional Rural Banks, Co-operative banks 
and Mandal Vikas Nigams are in service to promote 
entrepreneurship in the state. We will discuss the role of 
the state instituions in the development and growth of 
entrepreneurship in the state with special reference to 
backward regions and communities. 
UP State Industrial Development Corporation Ltd (UPSIDC) 
UP State Industrial Development Corporation Ltd. is a 
government company registered under the companies Act 1956. 
It was incorporated in March 1961. UPSIDC is a government 
agency desined to serve as a special isntrument for planned 
and rapid industrialization. The Corporation developes land 
in industrially potential areas and provides sites on sheds 
to entrepreneurs on easy them. Mainly it provide 
infrastructural facilties to the entrepreneurs by developing 
industrial areas. The Corportion also provides financial 
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assistance to entrepreneurs in the form of under-writing of 
1 
share capital for the projects located in the state. 
The head office of the UPSIDC is at Kanpur. The 
corporation has five regional offices at Gorakhpur, Kanpur, 
Agra, Bareily, Ghaziabad and Lucknow and 8 Engineering 
Construction divisions at different places in UP. The 
management of UPSIDC vests in a Board of Directors 
consisting of seventeen Directors including a part time 
chairman and a full time Managing Director, who is appointed 
by State Government. 
The Corporation was st up with the primary objective of 
accelerating the place of Industrial development in the 
State. The main objectives and functions that the 
corporation has broadly set for itself through its Memorandum 
of Association are as follows:-
1. To promote or advance industrial development of Uttar 
Pradesh through establishment, promotion, execution of 
industries projects, entrepreneurs for manufacture and 
production by the corporation itself as through 
companies and associations. 
2. To aid, assist and finance the industrial undertaking 
project on enterprise in any sector viz Government 
1. Gupta, M.C. Entrepreneurship in Small Scale Industry, 
op.cit. pp. 117, 118. 
U5 
statutory body, private etc, with capital, credit and 
other means on resources etc. 
3. To produce capital for and to provide machinery 
equipment and other facilities, to subscribe for or 
underwrite, on otherwise deal with shares, debentures 
as securities of any such company. 
4. To seek for and secure opening for the employment of 
cspital in Uttar Pradesh. 
5. To carry on all kinds of exploration business and in 
particular explore mines, areas supposed to contain 
minerals, precious stones etc. 
6. To acquire suitable tracts of land in various districts 
of state and to offer these sites to desirous parties 
on sale, on lease of on hire purchase, after providing 
if necessary, basic infrastrutral facilities like 
water, road, power, sewerage etc. 
7. To enter into any partnership arrangement for joint 
working in business. 
8. To grant a guarantee loans as advances to any company 
or concern to assist its development, expansion or to 
1 
start a new industry. 
1. A Hand Book of UP State Public Sector Enterprises 
op.cit. p.360. 
!3S 
RoLe of UPSIDC in Entrepreneurial Development 
The Uttar Pradesh State Industrial Development 
Corporation, has been the chief motivating force of 
industrial ventures since 1961. Its major promotional and 
development activities in the sphere of entrepreneurial 
development can be seen in the following pages:-
1. Acquisition of land and its development into Industrial 
areas in different ditrict of Uttar Pradesh. 
2. Identification and promotion of Industrial projects in 
joint/Assisted sector. 
3. Financial assistance to limited companies through 
equity participation and underwriting. 
4. Execution of Civil construction works for Public and 
semi public organisations. 
5. Provisions of institutional support by way of escort 
1 
services for speedy clearance, consultancy etc. 
Land Development/Infrastructure Availability 
one of the Prime objective of UPSIDC is to develop 
industrial areas and provide primary infrastructure 
facilities like roads, drains, inter power lines, street 
lights etc. Efforts have also been made to provide need based 
1. See UPSIDC Adds. New Chapter in Industrial Promotion, 
p.l. 
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support and facilities like industrial housing, telecom, 
water supply, common facility centres, Banks, Post Offices, 
Dispensaries, Shops, Business Development Centres for 
housing, modern communication and business centres. Allotment 
of lands in industrial areas is made by UPSIDC on lease for 
90 years on the following terms and conditions: -
a) On allotment of land the entrepreneur has to deposit an 
amount equal to 107o of the total premium. 
b) The le-see is bound to take possession, get the lease 
executed and registered within 30 days from the date 
le-see gets an intimation from the Corporation tnat 
the allotted plots is ready for delivery. 
c) The payment of the balance premium in eight equal 
yearly instalments starts after two years from the 
date of allotment with an interest at the rate of 9 
percent per annum. A rebate of 0.5 percent on interest 
is allowed on prompt payment of the instalments with 
interest. 
d) The lesee has to pay rent at the rate of Rs.lOO per 
acre per year during the first thirty years, Rs.l50 per 
acre per year during the next thirty years and Rs.225 
per acre per year for the last thirty years. 
liH 
e) The plots are allotted in the industrial areas on as it 
1 
is where it is basis. 
2 
The UPSIDC has so far acquired 38978 acres of land in 
50 districts of the state and has established approximately 
120 industrial areas at different location. The Corporation 
has developed industrial areas in No Industry Districts (NID) 
of Kanpur Dehat, Sultanpur, Hamirpura, Fatehpur, Jalaun, 
Banda, Jaunpur and plans to develop at Tehri Garhwal, Pawri 
Garhwal, Uttar Kashi and Chamoli hill districts by acquiring 
about 4000 acres land. In the 7 NIDs of Kanpur Dehat, 
Sultanpur, Jaunpur, Fatehpur, Hamirpur, Banda, Jalaun, the 
corporation would spend about 6 crore each for creation of 
infrastructure including telecommunication and other useful 
amenities. 
UP State Industrial Development Corporation has 
allotted 19684 acres to entrepreneurs upto the end of March 
1991 while 38978 acres land were acquired by the Corporation 
during 30 years. The table 4.12 shows yearwise land 
acquisition, development and allotment by the Corporation 
from the year 1982-83 to 1990-91. 
1. Gupta, M.C. Entrepreneurship in Small Scale Industries 
op.cit. p.118. 
2. 29th Annual Report of UPSIDC. 
n.9 
Table 4.2 
Yearwise Land Acquisition Development and Allotment by the 
UPSIDC 
(Land in acres) 
Year Land acquisition Land Development Land 
Allotment 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
Cumlative 
the end M< 
1991 
upto 
arch 
1491 
359 
643 
3304 
4961 
2302 
4017 
5105 
2566 
32086 
137 
425 
1072 
1625 
2350 
2290 
1157 
3093 
1501 
29476 
803 
1262 
870 
1392 
2220 
2588 
2016 
2610 
1615 
19684 
Source: Compiled with various Annual Reports of UPSIDC 
Table 4.2 reveals that the corporation has acquired 
25.6 acres land in 1990-91 as against 1491 acres land in 
1982-83 showing 73 percent increase during 9 years. 803 
acres of land was allotted to entrepreneurs by the 
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Corporation by 1982-83. Now it has grown to 1615 acres in 
1990-91. The Corporation has developed 137 acres land as 
Industrial area in 1982-83 which has risen to 1501 acres in 
1990-91 showing 90.9 percent increase during the period under 
review. The year 1989-90 can be called as a glorious year 
because in this year the largest land was acquired, developed 
and allotted by the UPSIDC. Upto the end of March 1991, the 
1 
Corporation has established 117 Industrial area on 32.86 
acres land in 49 districts, out of 117 industrial areas, 82 
industrial areas are in 35 backward districts of the state. 
The Corporation has allotted 23504 acres aldn to 
entrepreneurs up to end March 1991 since its inception. The 
important projects which were allotted land during 30 years 
are M/s Tata Enginering and Locomotive Company Limited, India 
Rayon Corporation, Hindustan Lever Ltd. Orient General 
Industries Ltd. DCM Toyota, Escorts, Bharat Electronics, 
Dobar, BHEL, Indo Gulf Fertilizers, LML Asian Paints, Nima 
and viland India. Some other are in advanced stage of 
completion fiz. Reymond synthetics and Hindustan Cables 
(Nashi) Tata Fertilizers and Gulshan Fertilizers (Babrala and 
Badaun) Bindal Fertilizers (Shahjahanpur) Usha Rectifier 
1. See Progress Report Industrial Development in U.P. 
Directorate of Industries^ 1990-91 U.P. p.73. 
1 4 1 
(Sultanpur) J.K.A6roraatics (Aligarh) Modi Rubber, & Sirisma 
1 
chemicals (Mathura) etc. 
Projects in Joint Sector 
The Corporation plays a significant role in 
identifying various projects in priority industries such as 
textile industry, agrobased Industry, mineral based industry, 
export based industries, consumer industries etc. UPSIDC has 
the privilege of promoting projects in high technology field 
such as automative sector. Auto electrical special machining 
sectors consumer durables, special fabrication, casting 
forgings etc. UPSIDC has been promoting industrial projects 
under its joint/assisted sector schemes, wherein it provides 
26% and to 157o of equity under joint sector and assisted 
sector respectively. It has already promoted 19 projects in 
joint/assisted sector with a capital outlay of Rs.950 
2 
million employing latest foreign technology. Two of these 
projects in the areas of polyester Film and Leather Board are 
the first of their kind in the country. Till the close of the 
3 
year 1990-91. fhe Corporation has invested about Rs.7.75 
1. See Progress Review, Development of Industries in UP 
pp.73-74. 
2. UPSIDC Adds A New Chapter in Industrial Promotion. 
3. See Progress Report, Development of Industries in UP 
1990-91 p.74. 
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crores to establish 18 projects in joint/assisted sector 
projects, 14 projects out of 18 projects were established in 
backward areas. These project have provided employment to 
about AOOO persons. Table 4.3 shows assistance provided by 
UPSIDC to joint/ assisted sector projects from the year 
1984-85 to 1990-91. 
Table 4.3 
Assistance to joint/Assist. Sector Projects 
(From the year 1984-85 to 1990-91) 
(Rs. in Lakhs) 
Year Assistance Growth rate % 
1984-85 153.47 
1985-86 276.94 79.14% 
1986-87 175.42 -36.19 
1987-88 231.92 32.20 
1988-89 171.00 26.26 
1989-90 250.00 46.19 
1990-91 251.00 0.4 
Source: Compiled & compared from various Annual Reports of 
UPSIPC. 
The 4.3 indicates that UPSIDC has provided Rs.251 lacs 
to joint/ assisted sector projects in 1990-91 as against 
M3 
Rs.153.47 lacs in 1984-85, showing 63.547o increase during 
the period under review. 
The corporation has taken steps for prornotion of 
projects in the areas of Petrochemicals, drugs, and 
pharmaceuticals, chemicals, Prio-Energy and Electronic 
Industries. 
Equity Participation - UPSIDC also extends assistance by way 
of participation in equity capital of a venture wich project 
cost exceeding Rs.5.00 million to meet the unbridgeable gap 
in promoter's contribution. Preferential treatmer.c is given 
to units promoted by NRIs units coming up in backward 
districts and No Industry Districts, Export oriented units 
and import substitution units etc. More than 143 units have 
2 
been granted assistance to the tune of Rs.l075 crores under 
this scheme upto the end of March 1991. This schece generated 
an investment of Rs.4000 million in the State. Table 3.4 
shows financial assistance sanctioned and disbursed by UPSIDC 
under equity participation to entrepreneurs of U.P. 
1. See table 3.15. 
2. See Progress Report 1990-91 p.74. 
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Table 4.4 
Financial Assistance SAnctioned and Disbursed by UPSIDC under 
Equity Participation (For the years 1981-82 to 1990-91) 
Year Sanctioned Disbinement 
1981-82 162.30 117.66 
1982-83 123.16 85.79 
1983-84 68.50 87.79 
1984-85 112.05 67.58 
1985-86 57.00 63.46 
1986-87 223.00 89.69 
1988-89 167.00 103.00 
1989-90 253.00 10.00 
1990-91 202 00 101.0 
Source: Compiled from various Annual Reports of UPS^^C 
Table 4.4 show that the Corporation sanctioned 
financial assistance to the tune of Rs.202 lakhs in 1990-91, 
recording an increase of 24.37o over the assistance of 
Rs.162-38 crores sanctioned in the year 1981-82. 
Disbursements declined by 14.15 percent to Rs.101.00 lacs 
during 1990-91 from Rs.117.66 lakhs in 1981-82. The 
Corporation has sanctioned Rs.162.38 lakhs to 27 companies in 
1981-82. Disbursement during the year amounted to Rs.117.66 
" 1 C 
i4^ 
lakhs to 14 individual units. In 1985-86 disburse-.ent during 
the year amounted to Rs.63.66 lakhs of which 94\ amount to 
1 
Rs.59.95 lakhs was disbursed to units being set up in 
backward areas. During the year 1987-88 the Corporation 
accorded sanctions of Rs.137.80 lakhs in favour of 18 
2 
companies of which Rs.122.80 lakhs went to backward areas. 
Underwriting scheme - Under this scheme UPSIDC provides 
financial assistance to the entrepreneurs in the form of 
under writing of the shares. The assistance is ordinarily 
limited upto 15% of the issued capital. Upto the end of 
March 1991 since its inception, the Corporation has been 
extending underwriting assistance to companies setting up 
projects in the state or those going in for expansion of 
their existing units. The corporation has assisted various 
3 
units though this scheme and holds shares worth Rs.582 lakhs 
in 54 companies which include prestigious companies such as 
M/S Modipur, Kanaria chemicals, Automatic products of India, 
Rathi Alloys & Steels, Shri Ram Piston & Rings, Soraaiya 
4 
organics etc. The Corporation has sanctioned Rs.3 lakhs in 
1. See Annual Report of UPSIDC 1985-86 p.8. 
2. See Annual Report of UPSIDC 1987-88 pp.8,9. 
3. See Progress Report, Development of Industries in U.P. 
1990-91. 
4. See Annual Report of UPSIDC 1987-88. 
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1989-90 under this scheme, and some amount has been 
disbursed during the same period. 
Table 4.5 shows financial assistance sanctioned and 
disbursed by the UPSIDC under all schemes from the year 
1985-86 to 1989-90. 
Table 4.5 
Financial Assistance Sanctioned and Disbursed by UPSIDC under 
All Schemes (From the year 1985-86 to 1989-90) 
(Rs. in crore) 
Year 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
Sanction: 
Backward 
area 
75.24 
50.34 
66.71 
77.48 
68.14 
Total 
92.13 
82.34 
97.85 
130.10 
141.47 
Disbursement 
Backward 
area 
34.86 
49.16 
26.80 
44.95 
60.61 
Total 
41.80 
47.49 
67.24 
77.71 
101.30 
Source: Report on Development Banking in India 1990-91. 
Table 4.5 reveals that the assistance sanctioned under 
all schemes by UP State Industrial Development Corporation 
during 1989-90 aggregated Rs.141.47 recording a 53.557o growth 
over 1985-86 (Rs.92.13 crore). Disbursements during 1989-90 
registered a growth of 142.34 percent to aggregate Rs.101.30 
146A 
FINANCIAL ASSISTANCE SANCTIONED 
AND DISBURSED BY UPSIDC 
(FROM 1985-86 TO 1989-90) 
Rupees in Lakhs 
1985-e6 1986-87 
Totoi DWMinemeat 
1987-88 
Y E A R S 
1988-89 1989-9 
aanottoowl in BA 
OMxrwoMai in BA 
1 1 T 
crore. Assistance sanctioned to entrepreneurs of backward 
area under sanctioned to entrepreneur of backward area under 
all schemes by UPSIDC descreased by 9.8 percent to Rs.68.14 
crore in 1989-90 from Rs.75.24 crore in 1985-86. 
Disbursement J however, increased by 142.24 per cent to 
Rs.60.61 crore from Rs.34.86 crore in 1985-86. In 1988-89. a 
large portion of this sanctioned.amount has gone to backward 
areas and communities. 
From the forgoing analysing it can be concluded that UP 
State Industrial Development Corporation is investing its 
mobilised money in different sectors and areas of the state 
especially in backward areas. The contribution of UPSIDC to 
the growth of small entrepreneurship is not satisfactory. 
Under land development scheme, the Corporation is inclined 
toward big industrialist rather than fresher and new 
entrepreneurs. In order to foster the growth of 
entrepreneurship among backward castes, the corporation 
should take bold steps in identify the potential 
entrepreneurs among backward communities and develop in them 
the traits and abilities required for entrepreneurial 
success. 
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The Pradeshiya Industrial and Investment Corporation of UP 
Ltd (PICUP) 
The Pradeshiya Industrial and Investment Corporation of 
UP Ltd. (popularly known as PICUP) was established as a 
public limited Company on March 29, 1972 by the Government of 
Uttar Pradesh for the promotion of medium and large scale 
industries in the state with the primary function of a State 
Industrial Investment Corporation undertaking such activities 
as may be necessary to analyse industrial investment. PICUP 
undertakes activities such as Industrial Development Banking 
in medium and large scale industries, direct prornotion of 
Industrial projects technical services and institutional 
1 
support for growth of industry. 
PICUP has set for it self the following basic 
objectives and functions: 
1) To carry on the business of an investment company for 
providing finance to industrial enterprises in U.P. for 
starting, running, expanding, modernising or otherwise. 
2) To establish companies and associations for starting 
conducting and taking over industrial enterprises of 
any description. 
3) To encourage and promote the expansion of capital in 
Industrial enterprise of U.P. 
1. The Singh Source Udyog Bandhu Lucknow. 
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4) To encourage and promote the expansion of investment 
market in U.P. 
5) To sponsor and underwrite, new issue of share and 
debentures and other securities. 
6) To buy, under write, investment in holding of shares, 
debentures, bonds etc. issued as guaranteed by any 
company. 
7) To lend with or without recovery and to make advances. 
8) To conduct market surveys to identify various 
industrial projects that could be established in the 
state including undertaking feasibility studies 
preparing reports etc. 
9) To encourage new entrepreneurs with the various 
facilities available in the state and to persuade them 
to locate their projects in the state. 
10) To provide all types of assistance viz managerial 
technical, administrative and financial to medium and 
1 
large industries. 
11) The management of PICUP vests in a Board of Directors 
Consisting of fifteen Directors including a part time 
chairman and a full time Managing Director. Other 
Directors are eminent persons from Government and 
1. A Hand Book of UP State Public Sector Enterprises, 
Sarvajanik Udyan» Bureau,Cueknow, pp.143, 144. 
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Industry. Besides Managing Director, the Corporation 
has a Deputy Managing Director, two General Managers, 
1 
15 Managers and 75 Executives. 
The registered office of the Corporation is at Lucknow. 
The Corporation has two regional office at NOIDA and Lucknow. 
Role of PICUP in Entrepreneurial Development 
The Pradeshiya Industrial and Investment corporation of 
UP Ltd. provides financial assistance, technical services and 
institutional support for the development of entrepreneurship 
in the state. PICUP undertakes the following activities in 
furtherance of the objectives with which it has been created: 
a) Provide term loans to medium and few small scale units 
either on its own as jointly with other central and 
state financial institutions and Banks. 
b) Extends direct equity participation to provide and 
public limited companies through private placement to 
meet the gap in equity. 
c) Undertakes underwriting of shares issue of companies 
getting up industries in the state. 
d) Undertakes rehabilitation of sick industrial units 
through preparation of suitable rehabilitation package 
1. Ibid. 
Ijl 
and syndication of necessary financial assistance from 
institution and banks. 
e) Provides assistance to entrepreneurs by operating 
agency schemes such as interest free sales tax loan 
scheme, central as well as state capital subsidy 
scheme, feasibility study, subsidy scheme and seed 
1 
capital assistance. 
PICUP's Financial Assistance under various scheme 
PICUP provides financial assistance by way of secured 
term loans to medium and large scale units either on its own 
or jointly with other central and state Financial 
Institutions and Banks. The financial assistance is provided 
for setting up new, medium and large scale industries and 
also for expansion, modernisation and diversification to 
existing units in the state of Uttar Pradesh. 
Terra Loan -
Term loans are provided by PICUP upto a maximum of 
Rs.150 lakh either on its own as jointly with other 
central/state Financial Institutions and Banks for Industrial 
projects of medium Scale costing upto Rs.500 lacs. All India 
Financial Institutions viz. IFCI, ICICI, SBI, Mutual Fund 
1. Ibid pp. 144-145. 
1J2 
etc. can also be associated in tying up the equity 
requirements for the project. The rates of interest presently 
being charged by PICUP on rupee term loans are as sunder: 
a) 12.57o with refinance and 14% without refinance from 
IDBI, in backward areas. 
b) 147o with refinance and 15% without refinance from IDBI 
in non backward areas. 
PICUP provides term loans to such industries which are not 
in the negative list of Industrial Development Bank of India 
and these Industries should not be power intensive. Table 
4.6 shows yearwise sanctions and disbursements of term loans 
provided by the PICUP. 
Table 4.6 
Year wise Sanctions and Disbursements of Terra loan 
(From the Year 1982-83 to 1991-92) 
Year Sanctions Disbursements 
1982-83 1924.16 1301.07 
1983-84 2334.52 1701.24 
1984-85 4684.26 2407.35 
1985-86 7011.50 3304.33 
1986-87 9671.99 5171.94 
1987-88 11578.12 6310.08 
1 r o 
1 .to 
1988-89 10171.80 6890.70 
1989-90 13827.29 9231.67 
1990-91 15945.60 9640.26 
1991-92 5378.74 3553.28 
(till sept. 1991) 
Commulative upto 92044.74 53515.28 
end September 1991 
Source: Computed from various Progress Reports, Development 
of Industries in U.P. Directorate of Industries U.P. 
Table 4.6 indicates that Pradeshiya Industrial 
Investment Corporation of U.P. sanctioned financial 
assistance under term loans of Rs.15945.60 lacs in 1990-91 as 
against Rs.1924.16 lacs in 1982-83 showing 728"over all 
increase during last nine years. PICUP sanctioned Rs.5738.74 
lacs in six months from 1st April to 30th September 1991. 
The Table also shows that upto end of September 1991, PICUP 
1 
has sanctioned term loan to the tune of Rs.92044.74 lacs. 
1) The disbursement amount have been consistently 
increasing from 1303.07 lacs in 1982-83 to Rs.9640.26 
lacs in the year 1990-91. It has grown at an average 
rate Rs.9263lacs per year. PICUP has disbursed term 
loans to the tune of Rs.53515.28 lacs upto the end of 
September 1991. In first six months of the financial 
1. See table 4. 6 "^ 
l;)4 
year 1991-92 Rs.3553.28 are disoursed by the 
1 
Corporation. 
2) Bridge loans for speedy irnplementation of the project, 
PICUP provides bridge loan pending completion of 
regular legal formalities upto a maxi-uri 75T: of term 
loan sanctioned by it. The formalities required for 
availing bridge loans can be completed in one day. The 
rate of interest of bridge loans is one percent higher 
than the rate of interest applicable to the term loan. 
However, if the loan is refinanced by IDBI, 1" higher 
rate of interest will be charged only if bridge loans 
is not converted into regular within cne year. Bridge 
loans are required to be secured only bv hypothecation 
2 
of assets and personal guarantees of promoters. 
3) Seed Capital Scheme - Seed Capital assistance is the 
financial assistance provided to the new but potential 
entrepreneurs towards meeting their aargin money/ 
owners contribution for raising loan from financial 
institutions like commercial banks, "PFC etc. PICUP 
acts as agent of IDBI in operation of seed capital 
scheme. Projects upto Rs.3 crore set up by various 
categories of entrepreneurs are eligible for seed 
1. See table 4.6 . 
2. The Singh Souce "Udyog Bandhu, Lucknow. 
us 
capital upto Rs.l5 lacs. Assistance is generally by way 
of soft loan carrying a service charge of 17= repayable 
as per the generation capacity of the project with a 
1 
period not exceeding five years. 
Underwriting of Capital Issue and Equity participation: 
PICUP considers providing underwriting assistance for 
public issue of the share capital generally in projects which 
fall in the purview of state Financial Institutions. 
2 
The amount of underwriting assistance can be a maximum 
of 257o public issue for units in backward subsidy district, 
207o in backward non subsidy areas and 157, of public issue in 
non backv\7ard districts. Underwriting commission charged is 
2.57, in non backward districts and 1.25" in backward 
districts. PICUP has disbursed Rs.89.77 lacs in 1987-88 
under seed capital/ equity participation/ underwriting of 
share capital schemes, as amongst Rs.53.10 lacs in 1986-87. 
Equipment Leasing: PICUP also provides financial assistance 
by way of leasing of equipment for modernisation, expansion, 
diversification and for balancing requirements of existing 
industrial units with a sound financial base. The terms and 
1. A Hand Book of U.P. State Public Sector Enterprises 
p.l. 47. 
2. Ibid. 
1:5S 
conditions for assistance under the leasing scheme are 
decided on a cgise to case basis. In 1987-88. The Corporation 
1 
has sanctioned Rs.182.55 lacs under this scheme and 
Rs.263.19 were disbursed in that year. 
Equipment Financing Scheme of IDBI: Loans upto 807o of the 
cost of capital good/ equipment (other than second hand, 
@ 147o per annum, are available through PICUP to existing 
industrial concerns who fulfill the following criteria. 
1) Have been in operation for at least four years 
ii) Have earned profits and/ or declared dividend on 
equity shares during the preceding two y ears 
iii) Are not in default to institutions? banks in payment of 
their dues. 
The maximum amount of loan under this scheme is 1 
crore. The branches of the company will have to meet the 
minimum of 20% of- the cost of equipment and allied 
expenditure out of their own resources. The loan is not 
applicable to new projects. The most important feature under 
this scheme is that the sanction is given by PICUP with a 
maximum period of 15 days from the date of receipt of 
application and disbursement can be made within 3 days of 
2 
the sanction of the loan under this scheme. 
1. Ibid. 
2. See Progress Report, Development of Industries UP 1991-
92, p.67. 
1.W 
Joint/ Assistant Sector Project 
The Corporation plays a significant role in identifying 
various projects in priority industries such as textile 
industry, agrobased industry mineral based industry, export 
based industries, consumer industries. PICUP has been 
promoting industrial projects under its joint/ assisted 
sector schemes. Till the close of the year 1990-91 , the 
PICUP promoted 59 projects under joint assistant sector 
project scheme, out of 58 projects 16 projects are 
1 
functioning in 1990-91. The PICUP invested Rs.125.71 lacs 
under this scheme as against Rs.257.36 lacs in 1987-88 
showing 51.15% decrease during 3 years. 
Investment Subsidies 
Central investment subsidy is sanctioned and disbursed 
by PICUP at the following rates: 
1) Category 'A' districts 257o of the investment in land 
building plant and machinery, essential miscellaneous 
fixed assets and technical know how fees (subject to a 
maximum of 57, of cost of plant and machinery subject to 
a maximum of Rs.50 lacs for electronic projects in hill 
districts of U.P. and 25 lakh for other project). 
1. See Progress Report, Development of Industries UP 1991-
92 p.67. 
1:38 
2) Category B districts 15% of the investment as -.entioned 
for category A districts, subject to a maximur of Rs.l5 
lakh. 
3) Category C districts (Least backward districts; lO": of 
the investment as mentioned for category A districts 
1 
subjects to a maximum of Rs.lO lakh. 
In conclusion it may be stated that PIC'J? has 
initiated certain measures for the development of broad based 
entrepreneurship in the state. PIC'JP provides financial 
assistance to medium and large scale Industries. It has also 
shown a good performance in promotion and development 
activities of backward areas and rural areas. 
Uttar Pradesh Financial Corporation (UPFC) 
Though the establishment of Industrial Finance 
Corporation of India (IFCI) in 1948 bridged a serious gap in 
institutional finance for large scale industries the problem 
of long and medium term capital requirements of small scale 
and medium sized industries was not solved. It was felt that 
1. A Hand Book of UP State Public Sector Enterprises 
p.149. 
1J9 
a separate Corporation at the state level for the above 
purpose would be desirable. Accordingly the Government of 
India passed in 1951 The state Financial Corporation Act. 
The Uttar Pradesh Financial Corporation was established 
on November 1st 1954 by the Government of Uttar Pradesh under 
State Financial Corporation Act 1951. The main aim of the 
Corporation is to promote the industrial growth of state by 
providing financial assistance to small and medium sector 
2 
industrial units. The UPFC can assist not only public 
limited corporations but also private limited companies, 
partnership firms, and proprietory concerns. Financial 
assistance is rendered primarily for block. capital 
requirements of industrial concerns and only in exceptional 
cases for working capital needs. 
The Corporation provides loan amounting from Rs.5,000 
to Rs.30 lakh for acquisition of block assets for 
establishing new units and/ or for renovation, expansion on 
modernisation of existing units. The loans are secured by 
mortgage of the entire existing assets of an industrial 
concern, including plant/ machinery and the fixed assets to 
be created in the form of a legal or equitable mortgage. 
1. Sivyya KV & Das VBM, Indian Industrial Economy 
S.Chandra and Company Ltd. New Delhi, p.223. 
2. Gupta, M.C. Entrepreneurship in Small Scale Industries 
op. cit. p.110. 
l.i 0 
Loans can also be granted against. The guarantee of state 
Government, co-operative Banks or the scheduled Banks. 
"Indirect financial assistance is also provided by the 
Corporation by issue of deferred payment guarantee on behalf 
of industrial units for purchase of indigenous machinery to 
their manufacturers or suppliers. 
Generally the Corporation does not provide loans for 
working capital. The same can be availed of from commercial 
Banks. However, the Corporation has recently entered into tie 
up agreements with some commercial Banks by which after a 
sanction of loan by the Corporation the working capita 
requirement of the unit shall be met by the commercial 
1 
Banks. 
The UPFC kept a watch on the progress of the industrial 
concerns by obtaining periodic reports from them. They are 
empowered to take over the management of the industrial 
concerns and to sell the mortgaged property in case of 
default in repayment of loans. 
The general superintendence, direction and control of 
the Corporation vest in the Board of Directors. The Board of 
UPFC consists of four nominees of the State Government, two 
1. Ibid, p.m. 
l i l 
nominees of Industrial Development Bank of India one nominee 
of Reserve Bank of India and four directors elected to 
represent Scheduled banks'. Insurance companies/ investment 
TRusts/ other financial institutions, co-operative banks and 
shareholders. The Managing Director is appointed by tne state 
Government. The Corporation has iurisdiction over the entire 
2 • 
state of Uttar Pradesh in its operation. 
The head office of the UPFC is at Kanpur. The 
Corporation has at present following twenty regional offices 
and two Branch offices spread all over the state. 
Regional Offices 
1. Agra 
2. Aligarh 
3. Allahabad 
4. Bareilly 
5. Bulandshahar 
6. Dehradun 
7. Etav;ah 
8. Ghaziabad 
9. Haridwar 
1. Sibayya KV & Das VBM, Indian Industrial Economy op.cit. 
p.110. 
2. A Hand Bood of U.P. State Public Sector Enterprises 
Sarvajanik Udyam Bureau U.P. Lucknow 1987 p.125. 
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10. Kanpur 
11. MeeruC 
12. Muzaffarnagar 
13. Saharanpur 
14. Faizabad 
15. Gorakhpur 
16. Jhansi 
17. Lucknow 
18. Moradabad 
19. Noida 
20. Varansi 
Branch Offices 
1. Almora 
2. Sringar (Garhwal) 
Functions 
The Uttar Pradesh Financial Corporation has been 
assigned the following functions: 
1. To extend term loan assistance for setting up 
industrial units in the tiny, small and medium scale 
sector. 
2. To extend composite loan (inclusive of working capital) 
assistance to artisans and other with a view to develop 
cottage, village and traditional industries. 
L id 
3. To provide term loan both for fixed assets and current 
assets under single window scheme. 
4. To provide assistance under the Rehabilitation scheme 
of Industrial Development Bank of India. 
5. To provide Financial Assistance under the modernization 
scheme of Industrial Development Bank of India. 
6. To act as an agent for implementing various schemes 
sponsored by the Central and/ or state goverment. 
7. To provide assistance for bridging the gap in equity to 
small projects and for rehabilitation of potentially 
viable sick units under National Equity Fund Scheme of 
Small Industries Development Bank of India. 
8. To provide marketing support to small scale units under 
1 
SIDBI scheme for assistance to marketing outlets. 
The various services and schemes have been initiated by 
the UP Financial Corporation. The detailed schemes scheduled 
by QPFC in the sphere of entrepreneurial development can be 
seen in the following heads. 
Corporation Loan Scheme 
The UP Financial Corporation grants long terra loans to 
the extent of Rs.90 lakh for acquisition of fixed assets i.e. 
1. Annual Report of UPFC 1990-91. 
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land building, plant and machinery and also for meeting the 
expenses of stamps and registration interest during the 
construction period and technical consultancy fee, to small 
and medium scale units proposed to be located in the state of 
U.P. 
UPFC also sanctions loan in participation with PICUP/ 
Schedules Banks. The paid up capital and free reserve of the 
industrial concern should not exceed Rs.3 crore UPFC also 
grants Bridging loan against term loan to facilitate 
accelerated pace of implementation of its finance projects 
1 
wherever necessary. 
Composite Loan Scheme 
Under composite loan scheme, the entire requirement of 
term loan and working capital of village, cottage and tiny 
industries subjects to a maximum of Rs.50,000 is met by UPFC 
provided the unit is established with in the identified 
clusters in rural/ urban areas having population less than 
2 
5.00 lakhs. 
Handloom Weavers Scheme 
Under its Handloom weavers scheme, the Corporation 
caters to the need of the Handloom weavers of the State, 
1. Focus on UPFC Financial Assistance, UP Financial 
Corporation, Lucknow, p.3, 
2. Ibid. 
l i i S 
Selection of location of the unit as well as of the 
entrepreneurs is to be done by Director, Handloom and 
Textiles UP, Managing Director, UP Handloom Corporation after 
conducting a thorough enquiry. The disbursement of loans for 
the purchase of loans and yarn shall be made to the 
entrepreneurs through the Director Handloom and Textiles UP/ 
1 
Managing Direction UP Handloom Corporation. 
Transport Operators Scheme 
The UPFC has formulated Transport operators scheme to 
assist the Drivers in Hill Areas to acquire new vehicles 
(Tankers/ Tourist coach) by providing term loan to the 
extent of 857o of the cost of chases and Body, Assistance 
under the scheme is also available to S.C./S.T. and Ex-
Servicemen in other areas of the State by way of term loan 
to the extent of 85% (for SC/ST) and 757o (for Ex-Servicemen) 
of the cost of chasis and body. Under this scheme, financing 
is also done for tankers to be used for transportation of 
petroleum products, oil, milk and chemicals. 
Scheme for Nursing Homes/ Electromedical Equipments 
UPFC intends to provide better medical facilities to 
the society particularly to low income groups. For this a 
scheme for financing of small Hospitals/ Nursing Homesi 
1. Ibid. 
Electromedical Equipments etc has been formulated on the 
basis of guidelines of IDBI. 
UP Financial corporation provides term loan assistance 
to medical practitioners, having MBBS/BAMS/BDS Degree for 
establishment of X-ray clinic. Under the scheme, maximum 
loan limit is Rs.5.00 lakh out of which Rs.2.00 lakh for 
building and Rs.3.00 lacs for machinery is granted. Loans 
upto Rs.1.00 lacs (for plant only) and Rs.1.50 lacs (both for 
plant and the room wherein it will be installed) are also 
granted for setting up X-Ray clinic in rural/semi urban areas 
having population of 2.00 lacs or less as per census of 1981. 
Financial assistance is also provided upto Rs.90.00 
lacs for purchase of electro-medical equipment and/or for 
setting up Nurshing Home/ Hospital with 20 or more beds 
having expert services of at least one post graduate Doctors 
with qualification M.D./M.S. etc. on full time basis. The 
assistance is also provided for expansion/ modernisation of 
existing Nursing homes. 
Scheme for Women Entrepreneurs 
In order to encourage the women entrepreneurship in the 
state, U.P. Financial Corporation has formulated a scheme for 
providing financial assistance on liberal terms. This scheme 
is based on the guidelines provided by the Industrial 
l!J7 
Development Bank of India. UPFC provides financial assistance 
to all small scale units including cottage village and tiny 
industries promoted and managed by women entrepreneurs. The 
minimum promoters contribution would be 12.5% of project cost 
for units being setup in 'A' category backward districts and 
157o of the project cost in all other cases irrespective of 
location (B' C and non backward districts), Women 
entrepreneur were sanctioned loan accounting to Rs.156.17 tc 
1 
24 units in year 1990-91. 
Single Window Scheme 
U.P. Financial Corporation provides financial 
assistance to new, tiny and small scale units for fixec 
assets and working capital requirement whose cost of projecr 
does not exceed Rs.10.00 lacs and total working capital ac 
optimum capacity utilisation is not more than Rs.5.00 lacs 
under "Single Window Scheme" of IDBI. The rate interest as 
fixed assets term loan is the sasae as applicable to cases 
under normal Corporation loan scheme. The effective rate of 
interest for working capital terra loan is 147, in case working 
capital requirement is upto Rs.2.0 lacs and 15.57o of the 
working capital term loan exceeds Rs.2.00 lacs but not Rs.5 
lacs. The units which are either under implementation anc 
1. See as 6th Annual Report of UPFC 1990-91 p.19. 
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have already been sanctioned term loan or existing units 
going for expansion/ diversification shall not be eligible 
for financial assistance under the scheme. The Corporation 
has sanction Rs.1048.95 crore to 178 units under this scheme. 
SEMFEX Scheme 
Loan assistance upto Rs.9.00 lacs is given to ex-
servicemen, was widows and disabled service personnel under 
special scheme called SEMFEX scheme. The maximum cost of 
project allowed under the scheme is Rs.12.00 lacs. The scheme 
envisage provision of seed capital assistance to the extent 
of 157o on soft terms for making up the equity gap having 
normal 1% rate of interest p.a. and longer repayment period 
with upto 5 years moratorium period. Promoters contribution 
is only 107, of the cost. 
The UPFC endeavours for ensuring better quality of 
products of Small Scale Industrial Units. As such, a scheme 
for financing of testing and quality control equipments on 
soft terms has been adopted, UPFC provides financial 
assistance for purchase of quality control equipments to all 
S.S.I, units, new as well as existing (already financed by 
the Corporation). In case of new projects component and 
special component covering testing and quality control 
facilities. Quantum of special components i.e. the loan for 
testing and quality control equipment shall not exceed 
1J9 
Rs.7.50 lacs per project. The loan for special component 
shall be repayable over a period of 8 years including 
1 
gestation period of 3 years. 
Mahila Udyan Nldhi 
Under the Scheme seed capital assistance to the extent 
of 157o is provided to women Entrepreneurs if the total cost 
of project is upto Rs.lO lacs. This soft loan bears only Vk 
p.a. service charge. 
Equipment Refinance Scheme 
U.P. Financial Corporation provides assistance under 
the Equipment Refinance Scheme to well established small and 
medium industrial concerns, having good past record, for 
acquisition of capital goods/ equipment both indigenous and 
imported. Concerns should have been in operation for at least 
4 years and should have earned profits and/or declared 
divided on equity shares during preceding two financial years 
and should not be in default to institution/ banks in the 
payment of their dues. Assistance under the scheme shall 
cover upto 77.507, of the cost of capital goods/ equipment to 
be acquired subject to a ceiling of Rs.1.00 crore. The 
borrower concern will have to meet the minimum of 22.57, of 
1. Focus on UPFC Financial Assistance, op.cit. p,4. 
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the cost of equipment and also allied expenditure out of own 
resource, which will be in the nature of promoters 
contribution. Period of repayment shall be between 2 to 5 
1 
years inclusive of motorium of 6.12 month. 
ADB line of Credit Scheme 
UPFC also provides financial assistance in terms of 
rupee as well as foreign currency to industrial concerns 
under ADB (Asian Development Bank) line of credit scheme 
under the scheme financial assistance is provided for 
setting up new industrial project/ expansion and 
diversification of existing units under small scale and 
medium scale sectors. The facility is provided to units 
coming in non backward district. 
The rate of interest of rupee loan to small scale 
industrial units, is the same as applicable to cases under 
normal Corporation loan scheme and the term loan repayment 
period should not exceed 10 years by keeping an average DSCR 
of 1.75. 
To medium scale industries to meet full foreign 
currency requirement for import of equipments and technical 
know how from member countries of Asia Development Bank, the 
actual rupee liability of the borrower under foreign currency 
1. Ibid p.5. 
171 
loan will be determined as per exchange rate by Asian 
Development Bank. 
Financial Assistance for Marketing Activities 
U.P. Financial Corporation has formulated scheme for 
providing long term financial assistance for marketing the 
products of cottage, village and small scale units. As such 
as for setting up new sales outlets/ show rooms as 
renovation/ modernisation of existing sales, loans to the 
extent of 757o may be available provided the total cost of 
project does not exceed Rs.25 lacs. 
Financial Assistance for Tourism Related Facilities 
UFFC is extending financial assistance for Tourism 
Related Facilities i.e. for setting up Hotels, i-iotels, 
Restaurants, Amurement Parks, Convention Hall of Travelling 
AGencies in specified areas to promote- Tourism in the state. 
The loan to the extent of Rs.90 lacs may be available for 
above activities. The maximum debt equity ratio can be 2:1. 
Until now we were discussing the services and schemes, 
which are rendered by UP Financial Corporation. In the pages 
that follow our aim will be to analyse the role and working 
of the UPFC in entrepreneur development among backward 
companies and other communities. 
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The working and role of the UP Financial Corporation in 
the sphere of entrepreneurial development can be seen under 
the following heads. 
Sanctions and Disbursements 
The financial assistance sanctioned by the U.P. 
Financial Corporation under various schemes and sectors 
during 1990-91 have a unique feature that special attention 
was paid to sanction of (Rupee equivalent Foreign currency) 
loans under A.D.B. Line of Credit, SEiMFEX and Single window 
Schemes and in order to provide wide spread medical 
facilities a number of loans were given to Nursing Homes and 
for Electro Medical Equipments. The UPFC sanctioned 
1 
Rs.3159.73 lacs for 68 units under ADB line of credit 
scheme followed by single window scheme, under which the 
Corporation sanctioned Rs.1046.95 lacs. Entrepreneurs of 
backward class and minority communities were given special 
attentions and to encourage these classes of entrepreneurs 
their applications were speedly disposed off. The Corporation 
has sanctioned Rs.172.37 lacs and Rs.1166.84 lacs to 
entrepreneurs of backward class and minority communities 
respectively. The Corporation disbursed an amount of 
Rs.116.93 lacs and Rs.811.64 lacs to entrepreneurs of 
\ 
1. See Annual Report of UPFC 1991-92 p.19. 
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backward class and minority communities. Table 4.7 shows the 
financial assistance sanctioned and disbursed by the 
Corporation from 1971-72 to 1990-91. 
Table 4.7 
Financial Assistance Sanctioned & Disbursed by UPFC from the 
year 1970-71 to 1990-91. 
Year Amount 
sanctioned 
Growth 
Rate 
Amount 
Disbursed 
Growth 
Rate 
1970-71 
1071-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1077-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
426.38 
1006.69 
999.70 
1102.57 
1289.05 
851.50 
1863.23 
2017.04 
2484.77 
3320.02 
4360.83 
5746.33 
5439.93 
6437.78 
9480.55 
15622.32 
— 
36.10 
-0.69 
10.29 
16.92 
-33.94 
118.81 
8.25 
23.18 
33.61 
31.34 
31.77 
5.33 
18.34 
47.26 
64.78 
217.63 
409.78 
451.79 
425.66 
474.58 
49068 
480.01 
749.22 
1088.60 
1668.18 
2499.37 
3162.30 
3805.40 
4589.73 
5428.33 
7802.84 
88.29 
10.25 
-6.22 
12.01 
3.39 
-2.17 
56.08 
45.29 
53.24 
49.82 
26.51 
20.34 
20.61 
18.29 
43.74 
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1986-87 19286.52 23.45 9847.09 28.59 
1987-88 17743.58 8.00 12078.34 22,65 
1988-89 18214.64 2.65 14277.87 18.21 
1989-90 18649.79 2.38 15276.60 7.0 
1990-91 19968.85 7.07 12165.54 -20.36 
Source: Compiled and computed from various Annual Reports of 
UPFC. 
Table 4.7 shows that financial assistance sanctioned and 
disbursed by U.P. Financial Corporation from the year 1970-71 
to 1990-91. In .1970-71, the financial assistance sanctioned 
was Rs.326.38 Lacs, It has risen to Rs.19968.85 lacs in 1990-
91 showing 4587.4 percent increase during 21 years. 
Total disbursement was Rs.217.63 Lacs in 1970-71 which 
has risen to Rs.12165.54 lacs in 1990-91 showing over all 
5490% increase during last 21 years. The UPFC has disbursed 
highest amount to Rs.15276.60 lacs in 1989-90. While highest 
growth rate was 88.29 percent in 1971-72 followed by 56.08 
percent in 1977-78. The growth rate of disbursement was 
1 
negative during the year 1973-74, 1976-77 and 1990-91. 
The U.P. Financial Corporation has sanctioned 
Rs.19431.37 lacs to all industries in 1990-91 as against 
1. See table 4.7. 
J. « ml 
Rs.18032.04 lacs in 1989-90. Table A.2b shows industry wise 
classification of term loan sanctioned by UPFC during the 
year 1990-91 and upto the end of March 1990-91. 
Table 4.8 
Industry wise classification of Term loan sanctioned by UPFC 
during the y ear 1990-91 
(Rs. in lakhs) 
Type of Industry 1990-91 Since Inception 
of corporation 
Food Manufacturing 2486.70 22802.48 
Textiles 1365.73 9677.82 
Paper & Paper products 1266.86 7872.70 
Manufacture of Rubber 505.77 3071.78 
products 
Basic Industrial chemicals 448.78 7321.00 
Fertilizers 61.46 356.64 
Other chemicals & chemical 2646.14 11978.81 
products 
Cement 1171.80 2145.02 
Basic Metal Industries 374.40 3970.75 
Metal products 374.440 3970.75 
Service 2453.82 23524.22 
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Electricity Generation 
and Supplies 
Other Industries 
1207.98 
5442.32 
6080.77 
796.31 
27734.40 
Total 19431.37 119132.70 
Source: Compiled and computed with various Annual Reports of 
UPFC. 
The table 4.8 reveals that during 1990-91 the largest 
recipient of financial assistance was chemicals and chemical 
products accounting to 13.61 percent (Rs.2646.14 lacs) of the 
total sanctions by the U.P. Financial Corporation followed by 
Food manufacturing industry accounting for 12.79 percent 
(Rs.2486.70 lacs) of total sanctions the metal products 
continued to receive a sizeable assistance accounting for 
12.62 percent of the total in 1990-91 of Rs.2455.82 lacs 
sanctioned to this industry. Industries which received 
substantial share of assistance during the year were textiles 
industry (7.027,), paper and paper products (6.517,) and 
service (6.27.). These six industries together accounted for 
1 
58.76 percent of total assistance during the year 1990-91. 
The UP Financial Corporation has sanctioned 
Rs.119132.70 lacs during the last 36 year. Six industries viz 
metal products (19.747.) food manufacturing (19.147.) Chemical 
1. See t able 4.8. B. 
I l l 
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and Chemical products (10.057o) textiles (8.12) paper and 
paper products (6.60%) and basic industrial chemical 
industries (6.14%) accounted for 69.79 percent cumulative 
assistance of Rs.119132.70 lacs sanctioned by UPFC upto the 
end of March 1991. 
The table 4.9 shows the details of sanctions and 
disbursement under various scheme/ sectors since the 
inception of UP Financial Corporation. 
Table 4.9 
Schemewise classification of Assistance Sanctioned and 
Disbursed by UPFC upto end March 1991 
(Rs. in Lakhs) 
Scheme Sanction 
No. of 
Units 
Amount 
Disbursements 
Amount 
Composition loan 
scheme 
Single window 
scheme 
Modernisation scheme 
Rehabilation scheme 
Equipment Refinance 
scheme 
7472 
462 
61 
144 
122 
1196.92 
1267.18 
752.00 
696.41 
120966 
1121.23 
274.15 
480.79 
298.35 
700.92 
Quality control 
scheme 
10 23.36 
J>^ 
6.93 
Women Entrepreise 
scheme 
Ex-Servicemen scheme 
SRTOs 
ADB line of credit 
SEMFEX (Term loan) 
Hahila Udyan Nidhi 
Yojana 
Others 
Sub total 
Backward class 
Entrepreneurs 
Minority community 
45 
27 
235 
222 
325 
16 
22826 
31967 
2210 
3359 
189.48 
76.90 
446.50 
7877.22 
791.15 
70.43 
104254.69 
118859.98 
1051.27 
4760.16 
114.90 
64.02 
412.37 
5009.44 
458.85 
5.03 
88959.58 
97961.56 
665.66 
3670.35 
Source: Compiled from various Annual Reports of UPFC 
Table 4.9 shows that the cumulative financial assistance 
(term loan) sanctioned aggregating Rs.118859.98 lacs in 
respect of 31967 units, while amount disbursed to Rs.97961.56 
lacs upto end march 1991. The corporation has sanctioned 
higher loan to 222 units amounting to Rs.7977.22 lacs (6.62%) 
higher ADB line of credit scheme. Under single window scheme 
and Equipment and Refinance scheme the corporation sanctioned 
Rs.1267.18 lacs for 122 units respectively. A sum of 
: ;9 
Rs.5009.44 lacs for 122 units respectively. A sun of 
Rs.5009.44 lacs (5.11%) was disbursed to 222 units uncer ADB 
line of credit scheme followed by composition loan scheme 
under which Rs.112.23 lacs were disbursed. Under equipment 
Refinance Scheme and Modernization (.49%) were disbursed by 
1 
the UPFC during the period under review. 
Entrepreneurs of backward communities and -inority 
communities were given special attention. In order to 
encourage these classes of entrepreneurs, various facilities 
have been provided to these communities under single window 
scheme, women entrepreneurs scheme quality control equipment 
scheme, Nursing Homes/Electro Medical Equipments and other 
schemes. Only 757, of the processing fee and 507o of the legal 
service changes are levied on units coming up in backward 
areas and the entrepreneurs belonging to backward classes 
under the various schemes, while a sum of Rs.4760.16 lacs has 
been sanctioned to entrepreneurs of minority comnunities, 
the UPFC has disbursed Rs.665.66 lacs and Rs.670.35 lacs to 
entrepreneurs of back communities and minority conaunities 
under various schemes and services during the period under 
review 1. The Corporation sanctioned loan to various sectors 
and areas viz small scale sector, backward districts. Hill 
1. See table 4.9. 
o 
• 
^ ( UJ 
^ CQ 
< h-
1 
o 
o> 
^^  
o 
00 
1 (0 
5 
UJ 
> 
Ui 
z 
O 
X 
»-« Q£ § 
U 
u. 
o. 3 
> 
CD 
CO 
oe 
o K 
a LU 
CO 
CO 
3 o M 
oe 
> 
o 
a 
U i 
z 
o 
M 
o 
< Ui 
UJ 
z 
< 
CO 
M 
CO 
CO 
< 
^ 
< 
M 
o 
a: 
< 
z M 
U. 
1 
o 
a> 
o> 
o 
1 
oo 
V -
o> 
CO 
1 
0 0 
CO 
o> 
•^ 
0 0 
0 0 
1 
h -
0 0 
"•— 
r-
0 0 
1 
0 0 
o> 
T -
M 
t -
«a 
1 ^ 
3 
O 
4 ^ 
L . 
CO 
O. 
• 
(O 
1 «-> 
1 C 
t -D 
1 O 
1 E 
1 < 
1 <*-1 O 
1 d 
1 Z 
1 -tJ 
1 C 
1 3 
1 O 
1 E 
1 < 
1 <4-
1 O 
1 d 
1 Z 
1 <!-> 
1 C 
1 3 
1 O 
1 E 
1 < 
1 <*• 
1 O 
1 d 
1 Z 
1 4 J 
1 C 
1 3 
1 O 
1 E 
1 < 
1 H-
1 O 
1 • 
1 O 
1 Z 
1 - p 
1 C 
i 3 
1 O 
1 E 
1 < 
1 <•-
1 O 
1 d 
(A 
• ! -> 
c 
3 
M 
•)-> 
c 
3 
(A 
4J 
C 
3 
m 
4-> 
c 
3 
M 
• U 
C 
t Z 3 
d 
z 
<M 
•* 
<o 
o 
CM 
^ 
CO 
CSJ 
l O 
^. 
0 0 
CSI 
o 
LO 
(3> 
m 
o> 
•^  
h -
r-
eo 
• 
o> 
r— 
CO 
CSI 
O 
• P 
o 
o (O 
o 
<a 
u CO 
^ 
•^ CO 
E (O 
• ^ 
<o 
o 
~^ 0 0 
0 0 
a> 
i r -
O 
r~ 
O 
CM 
• ^ 
O 
• 
•«t 
^ 
T — 
o> 
• * 
CO 
<o 
• CM 
»— 
• * " 
o 
•* T — 
• < * 
o 
• CM 
CO 
O 
U > 
l O 
"^ 
4J 
O 
u 
• p 
tn 
• r -
o 
• o 
L . 
CO 
•» 
^ 
u CO 
CD 
CM 
0 0 
*— 
0 0 
•* CO 
u> 
o 
<o 
CM 
CM 
CM 
CO 
^ 
• 
o CM 
try 
a> CM 
•<r 
• * 
• 
^ CM 
o 
•* CM 
O 
(O 
• CO 
CM 
CM 
l O 
CM 
CO 
• P 
u 
T * 
u 
• p 
CO 
1 — 
o 
c L . 
o 
+» ( 0 
CO 
L U 
CO 
CO 
t » -
co 
> A 
CO 
00 
<o 
CM 
o> 
CM 
rr 
o 
• CO 
CM 
• * 
CO 
CM 
1 ^ 
*• 
• 
-"J-
CM 
•«f 
l O 
CM 
T » 
• * 
• CM 
CO 
O (O 
CM 
at 
*^ 
o 
•r^ 
l i . 
• P 
0 1 
1 ^ 
O 
r-" 
p — 
f " 
X 
'^ 
CM 
CM 
h -
CM 
<o 
0 0 
CM 
<D 
0 0 
u> 
l O 
•r~ 
• l A 
CO 
l A 
CO 
r-
• l O 
a> 0 0 
l A 
r«-
eo 
o> 
to 
T 3 
C 
CO 
£ 
^ r— 
o 
• o 
c 3 
CD 
l A 
CO 
• P 
O 
-^ L . 
. P 
CO 
f — 
o 
o 
u. Q. 
3 
9 
^ 
• P 
<^  O 
• P 
L . 
o 
a 
9 
f-
CO 
3 
C 
C 
< 
CO 3 
O 
1- - ^ 
CO 
> 
E 
O 
<•-
• o 
o f ^ 
• r " 
a E 
o 
o 
• • UJ 
o 
3 
o (O 
180A 
SANCTION TO SMALL SCALE 
SECTOR AND BACKWARD AREAS BY UPFC 
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LZ3 Backward Areas 
1990-91 
lU 
districts and Bundelkhand districts. The following table 4.10 
shows the financial assistance sanctioned to various sectors 
during the year 1985-86, 1990-91. 
As is evident from the above table sanction to small scale 
Industries was Rs.142.99 crore to 1645 units during 1990-91 
as against Rs.167-57 crore to 2077 units during 1986-87 
indicating an over all decrease of nearly 14.66 percent. The 
loan sanctioned in backward areas to the extent of Rs.97.06 
crore (to 881 units) in 1990-91 register at a decrease of 
26.14 percent over the performance of the year 1985-86. It 
showed that adequate attention was not given to the promotion 
of industries in small scale sector and backward areas. 
During the year 1990-91 the corporation has contributed 
Rs.142.99 crores for the development of small and medium 
industries in the state. Loans amounting to Rs.97.07 crores 
accounting for 48.16% of the total financial assistance 
sanctioned, were given to backward areas. The Corporation 
during the year 1990-91 sanctioned Rs.18.13 crores in the 
Eastern districts Rs.7,22 crores (3.617o) to Bulandshahr 
districts of state. The loan has not been sanctioned to the 
entrepreneur of various section in 1990-91 as much as it was 
sanctioned in 1980-81. It shows that the U.P. Financial 
Corporation is not working in proper way and not helping the 
1 
persons who are interested to become new entrepreneurs. 
r^  See Annual Report of UPFC 1990-91. 
The (JPFC's coverage extend to all 63 districts of Uttar 
Pradesh. In the time with national policy it has been giving 
priority treatment in the matter of granting assistance to 
entrepreneurs of backward areas and backward communities. 
Table No.4 shows sector wise distribution of net financial 
assistance sanctioned and disbursed by UPFC since its 
inception. 
Table 4.11 
Sector-wise distribution of Financial Assistance Sanctioned 
and Disbursed from 1955 to March 1991. 
(Rs. in lakh) 
Name of Sector No. of of units Sanctions Disbursement 
Backward District 5032 
Category A 2759 
Category B 11773 
Category C 
Non Backward 
District 12869 
28815.16 25201.79 
6357.15 5536.91 
36451.15 30114.42 
47509.24 37291.02 
Total 32323 119132.70 98144.14 
Source: Compiled from various Annual Reports. 
". ) -J 
Table 4.11 reveals that of the total financial assistance 
sanctioned by the U.P. Financial Corporation upto March 1991, 
the nonbackward district with 12869 with claimed assistance 
of the order of Rs.47509.24 lacs (39.87%) followed by least 
Backward Districts (Category "C") 11663 units .vith the 
assistance of the order of Rs.36451.15 lacs (30.59^ J under 
non backward districts Ghaziabad district clained first 
position with Rs.14046.04 lacs followed by Muzaffarnagar 
district with Rs.5630,40 lacs under least backward district, 
Noida/Ghaziabad claimed first position with Rsl5726.02 lacs 
followed by Bulandshahar district with Rs.3530.82 lacs, most 
Backward District (Category A) have been sanctioned 
Rs.28815.16 lacs (24.18) with 5032 units and less Backward 
Districts" Rs.6357.15 lacs (5.37o) with 2759 units. 
UPFC has disbursed the financial assistance of 
Rs.37291.02 lacs (37.09) to entrepreneurs of nonbackward 
districts, while entrepreneurs of least backward districts 
(category 'C) have claimed assistance of the order or 
Rs.30114.42 lacs (30.69%). The Corporation has also 
disbursed financial assistance to entrepreneurs of Most 
Backward District (Category A) of Rs.25201.79 lacs (25.67%) 
and entrepreneurs of less backward districts (category B) of 
Rs.553.91 lacs (5.64%) . 
1,^ 4 
The UPFC has played a significant role in eradicating 
regional imbalance. To accelerate the growth of 
industrialisation, this corporation provided more assistance 
to entrepreneurs of most backward districts and less backward 
districts. The Corporation has succeeded in attracting big 
industrial houses of the country to set up projects in 
backward districts. 
Financial Assistance to Backward Communities 
The U.P. Financial Corporation has provided various 
facilities to entrepreneur of backward class. The Corporation 
centers to the need of Handloom weavers (mostly belonging to 
backward class) of the state under its Handloom weavers 
scheme. Besides this, the UPFC has formulated transport 
operations scheme to assist the Divers of backward class 
(ST/SC) to acquire new vehicles by providing trm loan to the 
extent of 85 percent of the cost of chasis and body. 
The UPFC charges only 75% of the processing fee and 50% 
of the legal service charge on units coming up in Backward 
areas and the entrepreneur belonging to scheduled caste/ 
schedule Tribe other backward class. These facilities are 
provided on taking of term loan under any scheme/service 
rendered by UPFC to promote entrepreneurial activities among 
backward communities, the UP Financial corporation adopted 
Two Tier Interest Rate Structure. In the first tier, interest 
<:) 
rate structure. In the first tier, interest rate would be 
applicable on non backward areas on entrepreneur of 
nonbackward communities, and the second tier will be 
applicable to entrepreneurs of backward communities (SC/ST) 
and backward areas as under:-
Rates of Interest with Reference 
i) For small scale Industrial units 
a) Backward areas @ 12.57o 
b) Non backward area @ l3.57o on 147o 
ii) For Medium and large Scale units 
a) Backward areas @ 10% 
b) Non backward area @ 127o 
iii) Composite loan scheme (upto 50,000) 
a) Backward area @ 107. 
b) Non backward areas @ 127, 
iv) Interest applicable on loan upto Rs.25000/- for 
scheduled caste/Tribe Entrepreneur @ 107. (both for 
backward and non backward district) 
Additional Rebate 
i) Backward class employees and technicians are entitled 
to a rebate @ 1/2 7, on the prevailing rate of interest. 
Scheme wise and Amount-wise Assitance Provided to 
Backward class (SC/ST) Entrepreneurs during the year 
1988-89 to 1990-91 and as on 31st March 1991. 
liD 
ii) Schedule caste/ TRibe Entrepreneur are entitled to a 
rebate @ 1/2" an interest. 
The above structure shows that entrepreneur of backward 
class are provided loans on less rate of interest compared to 
entrepreneurs of non backward class. Additional rebate is 
also given to entrepreneurs of backward class. Table 4.12 
shows scheme wise and amount wise assistance provided to 
backward class entrepreneur. 
As is evident from the above table during |990-9l sanctions 
to entrepreneur of backward class (SC & ST) under composite 
loan scheme was 647%. Lower than the last year's achievement 
in this sector. A sum of Rs.29.94 lacs was sanctioned in 
1990-91 as against Rs.1.44 lacs in 1989-90 under small Road 
Transport Operation Scheme. The assistance sanctioned under 
corporation's Wain loan accounting for Rs.159.40 lacs in 
1990-91 as against Rs.121.86 lacs in 1989-90. No assistance 
sanctioned under Handloom weavers scheme to entrepreneurs of 
scheduled caste and scheduled tribe in 1989 to 1991. 
Cumulative assistance sanctioned under comparate loan scheme 
Rs.172.51 lacs (16.507o) Handloom weavers scheae Rs.76.12 lacs 
(7.247o) SRTO's scheme Rs.97.84 lacs (9.307„) and corporations 
Main loan Rs.704.80 lacs upto end March 31,1991. 
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Financial assistance disbursed by UPFC to entrepreneurs 
of backward class (ST/SC) was Rs.412.87 lacs (62.02%) under 
C.M.L. scheme while assistance disbursed under SRTO scheme 
was Rs.59.56 lacs (8.94%) upto the end of March 1991. The 
Corporation has disbursed Rs.67.12 (10.08) under Handloom 
weavers scheme and Rs.126.11 lacs (18.94) under composite 
1 
loan scheme during the period under review. 
The table also reveals that the U.P. Financial 
Corporation has sanctioned and disbursed highest assistance 
by loan which are given upto Rs.lO lacs from Rs. 10 lacs to 
2 lacs to each persons. 
Under the Handloom weavers scheme financial assistance 
continued to be provided by the Corporation for the 
upliftment of weaker sections of the society especially to 
the backward classes. 
Table 4.13 shows regionwise financial assistance sanctioned 
and disbursed under Handloom weavers scheme to Backward 
communities by UPFC since its inceptions. 
1. See table 4. 12. 
1 ;q 
.^  v^ «/ 
Table 4.13 
Regionwlse financial assistance Sanctioned and Disbursed 
under Handloom weavers scheme to Backward communities by UPFC 
since its inception 
Name of Region No. Sanction Disbursement 
Amount Amount 
1. Agra Region 
2. Aligarh Region 
3. Allahabad Region 
4. Bareilly Region 
5. Bulandshahar Region 
6. Dehradun Region 
7. Etawa Region 
8. Faizabad Region 
9. Ghaziabad Region 
10. Gorakhpur Region 
11. Halwani Region 
12. Jhansi Region 
13. Kanpur Region 
14. Lucknow Region 
15. Meerut Region 
16. Moradabad Region 
17. Muzaffar Nagar 
Region 
229 
228 
79 
683 
396 
230 
473 
6.99 
7.53 
5.47 
29.41 
16.19 
9.14 
26.40 
3.55 
7.53 
5.47 
29.41 
16.19 
9.14 
26.40 
225 
126 
500 
132 
1186 
481 
731 
47 
9.08 
4.86 
31.64 
9.06 
95.05 
27.80 
47.13 
5.10 
9.08 
4.86 
31.64 
7.03 
95.05 
26.94 
47.13 
4.34 
1^ )0 
18. Saharanpur Region 45 3.81 3.81 
19. Varanasi Region 25 0.55 0.55 
Total 5916 335.21 328.12 
Region means ara which is covered by a regional office. 
Source: Various Annual Reports of UPFC. 
Table 4.13 reveals that cumulative assistance sanctioned 
under Handloom weavers scheme mounted to Rs.335.21 lacs 
during the period under review. The UP Financial Corporation 
has disbursed under such scheme to entrepreneurs of backward 
class to Rs.328.12 lacs. Since its inception. The UPFC's 
coverage extended to 17 region out of 20 regions under 
Handloom weavers scheme. Dehradun and Ghaziabad region have 
not received any financial assistance under the above said 
scheme Table also reveals that of the total financial 
assistance sanctioned by the UPFC under Handloom Weaver 
scheme upto 31st March 1991 Lucknow region with its 1186 
units claimed assistance of the order of Rs.95.05 lacs 
(28.357o) followed by Moradabad REgion 731 with the 
assistance of the order of Rs.47.13 lacs (14.05%), Jhansi 
region 600 units with on assistance of Rs.31.64 lacs (9.437o) 
Bareilly region 683 unit with a assistance of Rs.29.41 lacs 
(9.47o) Bareilly region 683 units with a assistance of 
Rs.29.41 lacs (8.777,) and Faizabad region 473 units with an 
:.)i 
assistance of Rs.26.40 lacs (7.817o). The remaining 31.32 
percent of the assistance was shared y other regions of the 
1 
state. 
Of the total disbursements amounted upto 31st March 
1991 Lucknow region also claimed first position with 
Rs.93.05 lacs (28.96%) disbursed followed by Moradabad region 
with Rs.47.13 lacs (14.367o) disbursed. For jhansi region 
Rs.31.64 lacs (96%) have been disbursed the remaining amount 
was shared by other regions except Dehradun and Ghaziabad 
region. Above analyses reveals that entrepreneur of wau 
(under Gorakhpur region) Tanda (under Gaizabad region) and 
Gorakhpur have not availed facilities of financial assistance 
provided by the UPFC. 
The UP Financial Corporation has played a significant 
role in the field of development of entrepreneurship among 
backward communities and other communities. This is 
continuous growth in both sanctions and disbursement. The 
Corporation continued to maintain good performance in its all 
promotional activities such as development of SSI sector and 
various scheme of entrepreneurial development like 
assistance to backward communities (SC - ST) entrepreneur, 
entrepreneur ex-servicemen entrepreneur, the scheme of 
1. See table No.4. 13. 
'1 J'? 
equipment finances, modernisation etc. It has also shown 
good performance in promotional and development activities of 
backward area and rural areas. This is evident from the 
growth of entrepreneurial activity in the backward regions 
and among the background communities of U.P. 
U.P. Scheduled castes Finance & Development Corporation Ltd. 
Before 1975 financial assistance was provided by the 
Government of u.P. to the weaker sections of the scheduled 
castes for their agriculture, cottage industries and 
technical professions in districts through the Director, 
Harijan and Social Welfare. With a view to increase the 
activities under these programmes the UP Scheduled castes 
Finance and Development Corporations was set up by the State 
Government in March 1975 under section 617 of the companies 
1 
Act 1956. The registered office of the Corporation is 
situated at Mahanagar Lucknow. The main objectives of the 
Corporation are: 
1 To promote, assist, organise, finance and develop the 
task of socio-economic and educational upliftment of 
the scheduled castes in the state of UP. 
1. A Brief History of UP Scheduled Castes Finance and Div. 
Corporation, Lucknow, 1983, p.l. 
2J3 
2 To manage, establish, operate and conduct small scale 
industries for the benefit of scheduled castes. 
3) To provide financial, technical, managerial and 
marketing assistance to scheduled castes entrepreneurs. 
4) To procure loans though institutional finance and 
sanction grants to the scheduled castes 
1 
entrepreneurs. 
Management: 
The management of the UP scheduled castes Finance and 
Development Corporation vests in a Board of Directors 
consisting of 75 members including a part time chairman and 
full time Managing Director. The Managing Director is 
assisted by three General Managers, Company secretary and 
Senior Finance and Accounts Officer in managing day to day 
2 
affairs of the company at corporate office The corporation 
managed its work from its head quarter situated in Lucknow 
without any branch a administrative set up at district level 
but when the scheme of special component plan was enforced 
during the year 1980-81, it established its district offices 
and linked its margin money loan and subsidy scheme with 
1. Ibid. 
2. A Hand Book of UP State Public Sector Enterprises p.322 
i.J4 
Other agencies involved in economic development of the weaker 
section. 
Role of UP Scheduled Castes Finance and Development 
Corporation in Entrepreneurial Development 
The UP Scheduled castes Financial and Development 
Corporation provided various schemes and services for 
entrepreneurial development among backward communities 
especially scheduled castes. The details of schemes are as 
follows: 
1) Margin Money Loans Scheme 
Margin Money Loan and subsidy on Bankable scheme" was 
introduced under the director of the central Government for 
attracting scheduled caste entrepreneurs for undertaking 
schemes financed by a bank or financing institution for their 
own economic development. Under this scheme each beneficiary 
is required to take loan either from banks or U.P. Financial 
Corporation or District Industries centre. The scheme is 
intended to facilitate scheduled caste entrepreneur under 
taking various entrepreneurial activities in respect of small 
scale and cottage industries including diary animal 
husbandry piggery, goat rearing, transport, agricultural 
development, land development, small business, as well as 
all schemes approved by the Agriculture Refinance and 
Development Corporation (IRDC). This scheme has been linked 
] :i 5 
with Che grants of special central assistance. The 
corporation has assisted to following schemes under the 
marginal money loan. 
1) All schemes approved by the ARDC 
2) Broiler unit 
3) Diary scheme 
4) Back yard Poultry keeping 
5) Poultry scheme 
6) Piggery scheme 
7) Goat rearing scheme 
8) Scheme for shoes makes 
9) Scheme for weavers (including carpet weavers) 
10) Laundry scheme 
11) Cottage and small scale industries 
12) Small business schemes 
13) Scheme for Rickshaw Pullers 
lA) Dunlop cart scheme 
15) Bullock cort schemem 
16) Horse driven Kharkhara scheme 
17) Scheme in hills for two mules 
18) Any other income generating scheme 
Entrepreneurs of scheduled castes are benefited with 
scheme of Margin Money Loan. Table 4.14 highlights the 
!:)3 
financial assistance provided by the U.P. Scheduled castes 
Financial and Development Corporation under the scheme of 
Margin Money loan from the year 1980-81 to 1985-86. 
Table 4.14 
Financial Assistance Provided by the UPSCFC under scheme of 
Margin Money loan from the year 1980-81 to 1985-86 
(Rs in lacs) 
Year 
1080-81 
1981-82 
1982-83 
1983-84 
1985-86 
Target 
Benefited 
30092 
81576 
90000 
90000 
50000 
No. of 
families 
benefited 
30011 
111169 
68904 
48592 
49428 
Amount given 
Corporation 
Margin Money 
122.00 
170.14 
21.80 
117.06 
190.23 
by the 
Loan 
Source: Balance sheet of UPSCFC 1984-85 and A Hand Book of UP 
State Public Sector Enterprises. 
As is reflected in the above table the total number of 
benefited families under Margin Money Loan was 30011 in 1980-
81 as the target was 30092 has risen to about 49428 in 1985-
86. The entrepreneurs of scheduled class were provided 
financial assistance of Rs.122.00 lacs in 1980-81 which has 
increased to Rs.190-23 lacs in 1985-86, showing an increase 
:]7 
of 47.7 percent. In order to accelerate the development of 
entrepreneurship among scheduled castes the Corporation has 
1 
not taken satisfactory steps . Besides the Margin Money Loan 
scheme, the Corporation has provided other schemes which are 
as under:-
1) Setting up, typing and stenography centres for educated 
scheduled castes youths. 
2) Scheme for benefiting skilled educated entrepreneur of 
the scheduled castes living below poverty line. 
3) Scheme for benefiting scheduled castes persons living 
below poverty line for cottage industries, agriculture 
development, to medical engineering and Law graduate 
to start their profession under state govt fund. 
The UP scheduled castes Financial and Development 
Corporation has played a significant role in development of 
entrepreneurship among schedules castes. Efforts of 
corporation are helpful in removing unemployment low standard 
of living any entrepreneur of schedule castes. Members of 
scheduled caste, however, could not avail all the facilities 
provided by the Corporation. In fact this Corporation should 
have played a better role in the development of 
1. See table 4. 14. 
I:i8 
entrepreneurship among the backward communities, but the role 
of the Corporation in such a field has been quite limited. 
There is a need to re-orient. This Corporation towards 
creating a conjunial atmosphere for growth of 
entrepreneurship among backward communities of U.P. 
U.P. Minorities Financial and Development Corporation Ltd. 
UP Minorities Financial and Development Corporation was 
incorporated and registered under the companies Act 1956 on 
7th November 1984. Certificate for the commencement of the 
business was issued on 27th December 1984. The registered 
1 
office of the Corporation is at Lucknow. 
The main object of the Corporation is to ensure all 
round socio-economic development of the minorities (Muslim, 
Sikh, Christian, parsi and Buddhist). The Corporation assist 
such members of minority communities who are capable of 
setting up new Industrial units/ Business or service 
enterprises but can not secure loan assistance from financial 
institutuents. 
As far the organisation of the Corporation is concerned 
the general superintendence and direction of business of the 
corporation vests in Board of Directors consisting of 
1. A Hand Book UP State Public Sector Enterprises 
Sarvajanik Udyan Bureau, UP Lucknow, p. 336. 
X ./ •> 
Chairman and Managing Director and other six directors. 
Managing Director is assisted by a General Manager, and 
additional General Manager, one accounts officers and 10 
field officers. In addition a representative of the Bureau of 
Public Enterprises, UP and the Chairman of the UP Minorities 
Commission are also invited to attend the meetings of the 
Board as special invites. 
Role of Corporation in Entrepreneurial Development 
The UP Minorities Financial and Development Corporation 
Ltd. has provided various schemes and services for 
development of entrepreneurship among minorities communities 
(including backward classes of these communities) of the 
state. The detailed activities of the Corporation in the 
sphere of entrepreneurial development can be seen under the 
following heads: 
1) Margin Money Loan Scheme 
The Corporation introduced the margin money loan scheme 
for minorities in November 1986. The object of this scheme 
is to help such members of minority communities who can set 
up new industrial units/ Business on service enterprises but 
can not secure loan assistance from financial assistance like 
UPFC, UPSIDC, PICUP etc. because they can not provide Margin 
Money for this purpose. The salient feature of this scheme is 
as under:-
Z \] il 
1) The margin money assistance shall be available in 
respect of only Industrial units of Business or service 
on which total outlay of the project shall not exceed 
Rs.2.00 lacs. In case of transport the margin money 
will be available for Tempi Taxi and Jeep, Maruti Van 
(to be used as taxi). 
2) In deserving cases existing units/ enterprises can also 
be extended. This assistance for expansion of 
installed capacity on business but in such cases also 
the total outlay after expansion should not exceed 
Rs.2.00 lacs, there should be an increase of 257o in the 
share capital on won involvement of the applicant. 
3) The small project ranging between Rs.5000/- Rs.10,000 
will however, be entitled to get 1007o margin money to 
the extent of 307o of the project at 47o interest. 
4) Margin Money loan shall carry 7.57, simple Interest. 
5) In case of artisans who have got central Government or 
State Government awards for excellence, technicians who 
have excelled in their trade and officially recognised 
and degree or diploma holders in engineering who have 
no resources of their own can get margin money 
assistance to the extent of 207. of the total cost of 
the project or to the full extent of margin money 
required which ever is higher. 
Z:)l 
6) In case of partnership firm / societies they can avail 
this assistance provided all partners/ members shall 
belong to minority communities. 
7) A person who is a Muslim, Sikh, Parsi Christian or 
Buddhist shall be eligible for assistance under this 
scheme. Table 4.15 shows financial assistance provided 
by U.P. Minorities Financial and Development 
Corporation under 'Margin Money Loan Scheme' to 
entrepreneurs of Minority Communities form the year 
1986-87 to 1991-92. 
Table 4. 15 
Financial Assistance Provided by UPMFDC to Minority 
Communities from the year 1986-87 to 1991-92 
(Rs. in Lakhs) 
Year Units Amount 
1986-87 149 28.00 
1987-88 681 90.00 
1988-89 1132 123.66 
1989-90 1932 189.40 
1990-91 1317 120.77 
1991-92 1035 101.41 
Cumulative 6246 653.19 
upto end 
march 1992 
Source: Data collected from the Corporations registered 
office Lucknow. 
Table 4.15 indicates that assistance provided by UP 
minorities Financial and Development Corporation under Hargin 
Money Loan Scheme aggregated Rs.101-41 lacs to 1035 units in 
1991-92 recording a growth 262.17 percent over the assistance 
of Rs.28.00 lacs in 149 units provided in 1986-87. 
Cumulatively upto the end March 1992 the Corporation 
provided assistance Rs.653.19 lacs to 6246 units under such 
scheme. The table also reveals that the Corporation provided 
higher loans Rs. 189.40 lacs (28.89%) to 1935 units to 
entrepreneurs of minority communities in 1989-90. It shows 
that upto 1980-90 the financial assistance has declined (See 
Figure 2). It is a matter of surprise that the Corporation 
provided only Rs.6.53 crore under this scheme during six 
years. While the population of minority communities have 
touched more than 10% of total population. 
Entrepreneurial Development Programme 
Recognising the lack of entrepreneurial skills and 
tradition among the minorities the U.P. Minorities Financial 
and Development Corporation has taken up Entrepreneurial 
development programme (EDIs) under EDP Multi disciplinary 
'Ljd 
Inputs are made available to young participants by officers 
1 
of the Industries department technical institution etc. 
The basic features of the EDPs are"listed as below 
1) Identification and careful selection of entrepreneurs 
of minority communities for training. 
2) Development of the entrepreneurial capabilities of the 
trainees. 
3) Equipping the. trainees with basic managerial 
understanding. 
4) Ensuring a viable industrial project for each 
political entrepreneurs. 
5) Helping to secure necessary financial infrastructural 
and related assistance by the Corporation. 
6) Training cost is highly subsided and only a taken fee 
is charged. 
The UP Minority Financial and Development Corporation 
2 
has organised 4 training camps in 1990-91 under 
Entrepreneurial Development Programme as against 3 camps 
have been organised in 1989-90. 
1. A Hand Book of U.P. State Public Enterprises p.337. 
2. Data Collected by the scholar from UPMFDC's 
registration Office, Lucknbw. 
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3) Rickshaw Puller Scheme 
Under Che rickshaw puller scheme the Corporation has 
provided rickshaws to those members of minority communities 
who are pulling rickshaw on a time basis. The rickshaw 
pullers as required to pay Rs.5 to 6 per day to the 
Corporation in repayment of money invested by the Corporation 
in purchasing their rickshaw. The pullers will be the role 
owner of the rickshaw provided to them by the Corporation. At 
1 
present this scheme has been introduced in Lucknow. 
U.P. Minority Financial and Development Corporation has 
played a crucial role in the development of entrepreneurship 
among minorities communities by providing various schemes 
like Margin Money Loan, Scheme, EDPs and Rickshaw Puller 
Scheme etc. Besides this Hawkers Scheme and Scheme for 
providing Kiosks to unemployed persons of Minority have been 
provided by the Corporation. In comparison to other financial 
institution, the role of this is not satisfactory because 
the corporation has provided less financial assistance to 
entrepreneurs of minority communities. 
1. A Hand Book of State Public Sector Enterprises p.338. 
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CONCLUSION 
From the foregoing analysis it can be concluded that 
various financial institution of Uttar Pradesh like UPFC, 
UPSIDC, PICUP, U.P. Minorities Financial and Development 
Corporation are investing their mobilised money in different 
sector and areas of the state for development of 
entrepreneurs. These institutions provide financial 
assistance to entrepreneurs of backward areas and backward 
communities. UPFC has invested their money to small land 
medium scale industries while PICUP invested to medium and 
large scale industries. These institutions maintain good 
performance in all the promotional activities such as 
development of small scale industrial sector, and the various 
schemes of entrepreneurial development like assistance to 
backward communities (SC/ST/Other backward communities) women 
entrepreneurs ex-serviceman entrepreneurs etc. In spite of 
the fact that theSe state agencies cater to the overall needs 
of backward communities in the sphere of entrepreneurial 
growth, the role is still very limited. The next chapter will 
show the extent of achievement in the sphere in Gorakhpur 
Division of U.P. 
Chapter V 
THE FINANCIAL INSTITUTIONS AND ENTREPRENEURIAL DEVELOPMENT 
(A Case Study of Gorakhpur Division) 
9.^  OS 
In the preceding chapter, the role of state level 
financial institutions of Uttar Pradesh in the development of 
entrepreneurship has been analysed. The present chapter is 
devoted to highlight the role of financial institutions of 
Gorakhpur division in entrepreneurial development among 
backward communities there. The chapter is based on the 
primary data collected through the field investigation. It 
throws light on the general characteristics of enterpreneurs 
for backward communities and the units established by them. 
In this study, an efforts has also been made to identify the 
sources of capital at the time of the inception of the 
business units and the present composition of total capital 
etc. in enterprise. On the whole, 105 units have been 
selected from seven districts of Gorakhpur division viz. 
Gorakhpur, Deoria, Basti, Sidharth Nagar, Maharaj Ganj, Mau 
and Azamgarh 15 units have been selected from each district 
in order to make a comparative study relating to 
entrepreneurship among backward communities of there selected 
districts. 
Organisational Characteristics: 
The most prevalent forms of ownership in the units 
studies are private individual proprietorship and Partnership 
as is evident from Table-5.1. The table shows that 
• > 1 1 
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as is evident from table 5.1. The table shows that 
individual proprietorship is the most popular of all kinds of 
organisations.-
TABLE-5.1 
PATTERN OF OWNERSHIP DISTRICTWISE 
Proprietor- Partner- Private 
ship ship Limited 
Company 
Total 
Gorakhpur 
Deoria 
Basti 
Mau 
Azamgarh 
Maharaj Ganj 
Sidharth Nagar 
8 
7 
9 
7 
10 
5 
6 
7 
5 
7 
5 
5 
2 
1 
1 
1 
1 
2 
8 
15 
15 
15 
15 
15 
15 
15 
TOTAL; 57 40 105 
SOURCE; Personnel Investigation through Questionnaire. 
The table revels that out of 105 units under study. 97 
units are organised in proprietorship and partnership form. 
Eight remain units a_re^  formed as private limited company. 
None of the units was found to be in public limited company 
form or cooperative form of organisation. It could be seen 
that 53.3 percent of enterprises at Gorakhpur, 53.3 percent 
LJC> 
at Deoria, 46.6 percent at Basti 46.6 percent at Azamgarh, 
66.6 percent at Maharajganj and 53.3 percent at Sidharth 
Nagar, were proprietory concerns. 
Partnership is also a popular form of organisation in 
Gorakhpur division. In Basti and Azamgarh, out of 15 units 
under study 7 (46.6 percent) units are in partnership form of 
organisation in each district, while in Gorakhpur district, 
Mau, Maharaj Ganj and Sidharth Nagar districts 5 units (33.3 
percent) are in partnership form of organisation. Enquiring 
further it is gathered that most of the partnership firms 
were family partnership. It is needless to add that in the 
Indian scence partnerships consist mostly of family members. 
So far as private limited company is concerned, 
Gorakhpur and Sidharth Nagar district have claimed highest 
number of units 2- (13.3. percent) while in Deoria, Basti, Mau 
& Azamgarh have only one unit (6.6 percent) of private 
limited company form of organisation. In Maharaj Ganj no 
unit is found in private limited company form. 
Caste of the Entrepreneurs: 
The entrepreneurship in India has always been discussed 
and analysed in terms of entrepreneurs castes and the 
pursuits associated with their castes. The caste system has 
had to some extent its effect on occupational mobility though 
'ilj^ 
the caste system amongst Hindus is being constantly 
denounced. The caste factor has to be considered in studying 
the entrepreneur as the entrepreneurship demands the presence 
of a particular culture which certain castes have imbibed in 
1 
themselves. The history of growth of entrepreneurship in 
India leaves many questions unanswered. Why people only from 
certain communities were attracted to entrepreneurship? Why 
did not the sprit of enterprise permeate among other sections 
of society? The explanation for the absence of broad 
entrepreneurship in India is commonly found in the caste 
system, the joint family living and the social and cultural 
2 
values associated with thera . In India some religious 
communities like the Parsi, Marwaris and Sindhees have an 
affinity for entrepreneurial activity. Several studies 
undertaken at the regional level showed predominance of 
certain communities among the entrepreneurial classes. 
In our survey, the distribution of sample by caste 
(community) indicate that a majority of entrepreneurs 
1. Gupta M.C., Entrepreneurship in Small Scale Industries, 
Anmol Publication, New Delhi, p.149. 
2. Murthy, BEW Narasimba, Entrepreneurship in Small Towns 
Mittel Publication, Delhi, 1989, p.54. 
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represent other backward communities except minority backward 
communities (Barnawal, Jaiswal, Patel, Verma, Sharma & Yadav) 
etc. 
TABLE-5.2 
COMMUNITY OF ENTREPRENEURS: DISTRICT-WISE 
Name of Scheduled Scheduled Other Minority Total 
District Castes Tribes Backward Backward 
Communities Communities 
Gorakhpur 
Deoria 
Basti 
Mau 
Azamgarh 
Sidharth 
Nagar 
Maharaj 
Ganj 
1 
1 
2 
1 
1 
2 
1 
11 
12 
09 
05 
11 
10 
13 
3 
2 
4 
9 
3 
3 
15 
15 
15 
15 
15 
15 
15 
TOTAL: 9 - 71 25 105 
SOURCE: Personnel Investigation through Questionnaire 
The communal background of the entrepreneur of 
Gorakhpur division is shown in trable-5.2. An attempt has been 
made in this study to ..ascertain the religious background of 
selected entrepreneurs first before communities are enquired 
into. The entrepreneurs selected for the study belong to 
different backward communities. Out of 105 respondents 
covered in the study 71 (67.6 percent) entrepreneurs belong 
to other backward communities except minority backward 
communities, 25 (23.8 percent) entrepreneurs to minority 
backward communities and 9 (8.5 percent^ entrepreneurs to 
scheduled castes. There is no Tribal entrepreneurs in 
Gorakhpur division under this study. 
Table-5.2 also reveals that distribution of sample by 
caste indicate that the majority of entrepreneurs of all 
districts of Gorakhpur division except Mau district represent 
other backward communities (especially Jaswal, Barnawal, 
Gupta, Sharma, Verma, Yadav etc.). In Mau districts majority 
entrepreneur belong to Muslim backward communities (Ansari, 
Dhuni, Darzi etc.). In Deoria district higher number 
entrepreneur 12 (807o) are from other backward communities 
number entrepreneurs are 5 (33.37o) in Mau district. So far as 
minority backward communities are concerned the highest 
number of these communities 9 (607o) are in Mau district while 
only 1 (6.67o) is in Mharaj Ganj district. In Sidharth Nagar 
and Basti districts 2 (13.37,) entrepreneurs are from 
scheduled castes. 
The forgoing analysis shows that the only caste (Bania) 
are traditionally engaged in trade and other entreprenurial 
activities. The entry into business activity is mostly 
kl M i-* 
confined to certain castes of backward communities. This 
amply proves that hold of the caste structure on occupations 
in Gorakhpur division is getting loosened throwing the doors 
of entreprenurial opportunities wide open to people who are 
willing to take risk irrespective of their caste origin. Some 
entrepreneurs of scheduled castes entered into entreprenurial 
activities in Gorakhpur division. The most important aspect 
for a balanced, broad based and wide spread economic growth 
in Gorakhpur division is the acquisition of entreprenurial 
skills by more number of people belonging to backward 
communities. This trend of change will go a long way in 
broad basing the structure of our socio-economic development. 
EDUCATION OF ENTREPRENEURS: 
In educational levels of entrepreneurs engaged in 
different occupations are also enquired into certain 
occupations demand higher education and technical 
qualifications. Some time these qualifications also 
encourage people to seek self employment and there by 
encourage people to seek self employment and there by 
1 
entrepreneurship. For the purpose of this study the 
level of formal education of the entrepreneurs has been 
indicated in the following four categories. 
1. Murthy BEVV Narasimba, Entrepreneurship in Small Towns, 
op. cit., p.74. 
1. Less than High School: Under this group the entrepreneurs 
who have studied upto or above primary school but did not 
pass High School on equivalent examinations are included. 
2. High School Plus: This category refers to those 
respondent who completed their Intermediate/or completed 
partial college education. 
3. Graduates and Postgraduates: The entrepreneurs who posses 
a graduation post graduation degree in any field except 
Engineering and Technology. 
4. Technical Education: In this category, the 
entrepreneurs who hold either degree or diploma of any 
institution in any branch of engineering are included. 
TABLE-5.3 
EDUCATION OF ENTREPRENEURS IN GORAKHPUR DIVISION 
Education Gorakh- Deoria Basti Azam- Mau Maharaj Sidharth Toe 
pur garh Ganj Nagar 
Less than 3 5 3 4 6 4 5 30 
High School 
High School 4 6 8 7 7 6 7 . 45 
Plus 
Graduate 
Post 6 4 3 4 2 4 3.. 21 
Graduate 
Diploma in 2 ^ - 1 - - 1 Q 4 
Engineering 
SOURCE: Personnel Investigation through Questionnaire. 
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Table-5.3 shows that the entrepreneurs in our study are 
not well educated. 45 (42.8 percent) are high school plus, 30 
(28.5 percent) are less than high school 26 (24)^ percent) are 
graduates and post graduates and remaining 4 (3.8 percent) 
are found in the degree or diploma in engineering. So, in 
Gorakhpur division 101 (96.2 percent) entrepreneurs of 
backward communities are non technical and the remaining 410 
(3.B percent) are technically qualified as they hold degrees 
or diploma in engineering. 
The table also reveals that the entrepreneurs of 
backward communities of Gorakhpur district are relatively 
more educated. Out of 15 entrepreneurs are degree holders 
(40 percent).and 2 technical degree holders (13.3 percent) 4 
entrepreneurs have educated upto high school plus level. In 
Mau district entrepreneurs are relatively less educated. Out 
of 15 entrepreneurs 13 (8.6 percent) have the education upto 
high school and high school plus level and remaining 2 
(13.3%) entrepreneurs are graduatesand post-graduates. It is 
clear that majority of entrepreneurs in Mau district are 
Muslims. Most of them have high school or less than high 
school certificate. From the above observation, it was clear 
that education is rendering a great service for the 
entrepreneurship to flourish. Molivating the educated to 
U ^ 'I 
became enthipreneun at an early age would be a boost to the 
national development. 
Location of the Enterprises: 
The industrial units according to their location may be 
divided under three heads: 
i) Units located in the industrial estates 
ii) Units located in the industrial areas and 
iii) Units located outside the industrial estate and 
industrial areas. 
In in this part of the study, an attempt has been made to 
analyse the most important considerations for establishing 
the units in above mentioned locations. Table-5.'^ shows 
district wise location of enterprises in Gorakhpur division. 
TABLE-5.4 
DISTRICT WISE LOCATION OF ENTERPRISES 
District 
Gorakhpur 
Deoria 
Basti 
Maharaj Ganj 
Mau 
Azamgarh 
Sidharth Nagar 
TOTAL: 
Industrial 
Estate 
9 
5 
7 
3 
5 
4 
4 
37 
Industrial 
Area 
3 
2 
3 
2 
2 
4 
4 
19 
Outside 
the both 
3 
8 
5 
10 
8 
7 
7 
49 
Total 
15 
15 
15 
15 
15 
15 
15 
105 
The table reveals that 37 (35.2 percent) units are 
situated in the industrial estates, 19 (18.9 percent) in the 
industrial areas and the rest 49 (46.6 percent) units 
outside, the industrial estates and industrial areas. The 
district wise distribution of enterprises in respect of their 
location is as follows. Out of 15 units of Gorakhpur 
district selected under study 9 (60 percent) are in in 
industrial estates 3 (20 percent) units in industrial area 
and 3 (20 percent) units inside the town. In Deoria district 
5 (33.3 percent) units are in industrial estates 2 (13.3 
percent) units industrial areas and 8 (53.3 percent) units 
inside the town. In Basti district 7 (46.6 percent) units 
are in industrial estates, 3 (207o) units in industrial areas 
and remaining 5 (33%) units inside the town. In Maharaj Ganj 
district 3 (20%) units are situated in industrial estate 2 
(13.3%) units are in industrial areas and 10 units in inside 
the town and city. In Mau district 5 (33.3%) units are in 
industrial estates, 2 (13.3%) units are in industrial areas 
and the rest 8 (52.3%) units inside the town either in their 
owned an hired premises. In Azamgarh and Sidharth Nagar 
districts, 4 (26.6%) units are in industrial estates, 4 
(26.6%) units are in industrial area and remaining of (46.6%) 
units outside the industrial estates and industrial areas. 
It was observed that most of the units which are located 
inside the town are old. I was told by the respondents that 
due to the Government's regulation and geographical position 
of the city either it is feasible non advantageous to set up 
the industries in the town various entrepreneurs who chose to 
establish their units insides" the town, who chose to 
establish their units insides the town, they admitted that it 
advantageous in multifarious ways to establish units in the 
industrial areas or estates. 
Having studied the socio-economic back ground of 
entrepreneurs, it is intended to study the entrepreneurial 
process. Analysis of the factors that have motivated and 
facilitated the emergence of entrepreneurship in Gorakhpur 
division is the aim of this section of this chapter. 
Entrepreneurship Ambition: 
The biggest obstacle to progress in India is also 
deemed to be the "limited aspirations" of her people motivate 
men, ambitious an aspirations, activise them, broad an their 
vision and make the life meaningful. Like an individual 
nations or region or families may have their own ambitions 
1 
which speak of their resourcefulness Ambition is the lever 
1. Murthy BEVV Narasimba, Entrepreneurship in Small Towns, 
op. cit., p.96. 
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of all motives. The intentions and initiative of a man 
directed by his ambitions. The common saying "aimless life is 
a goal less game" emphasises the importance of ambition in 
life^ "So that matters much is not merely the men but their 
aspiratiofB and means to reach their goal. 
This study purpose to enquire into entrepreneurs 
ambitions, compelling reasons facilitating factors motivaters 
in the task of entrepreneurial process. So the entrepreneurs 
of backward communities of Gorakhpur division, were asked to 
rank the different ambition in order of importance. Various 
ambition were listed in Table-5.5. They include: 
(a) to continue family bussiness (b) make money 
(c) secure self employment (d) fulfill ambition of 
self/parents/wife 
and 
(e) gain social prestige. 
Table-5.5 reveals that the ambition of continuing 
family activity was ranked first by 8 (53.37o) 
entrepreneur in Gorakhpur district whereas securing self 
employment was ranked point by 9 (607J units in Azamgarh 
district. So far as making many ambition is concerned 4 (26%) 
are ranked first in Basti and Mau districts. In Gorakhpur, 
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Mau & Azarngarh district 2 (13.37=,) units ranked first to 
gaining social prestige. 
The ambition of money making was rated second by 8 
(53.3%) units is Gorakhpur district while 4 (26.6%) units 
ranked second to continuing in family business in Gorakhpur, 
Deoria, and Sidharth Nagar districts. Strangely the ranking 
of ambitions like going social prestige and fulfilling the 
ambition of self wife/parents are insignificant in Gorakhpur 
division. For most of the entrepreneurs in all districts of 
Gorakhpur division. The ambition of continuing family 
occupation, securing self employment and making money are the 
lead ambitions. 
It might be said that Gorakhpur and Mau being the 
oldest handloom cloth market in the country. Prompted most 
of the entrepreneurs of backward communities (especially) 
Muslim backward communities to continue the family activity. 
Prime Motivators of the Entrepreneurs: 
Apart from major financial considerations, the 
entrepreneur inspiration might be on his own on somebody's 
advice, but the force instrumental in making the entrepreneur 
may be described as a friend, philospher and guide to the 
individual and more so to the nation. The centre of 
interest is to ascertain the person responsible for 
M 
k. 
3 
<o 
c 
9 
U 
a 
(8 
L. 
*J 
C 
UJ 
<*-
o 
CO 
(A 
<o <M w -w • * 
O 
c 
o 
(A 
u 
a 
x: 
(0 
X 
CM • » - lO 
(O 
• 
I 
X 
CO 
a: 
LU 
UJ 
(T 
O. 
UJ 
UJ 
u. 
o 
CO 
a: 
o 
3 
a. 
a 
L. 
o 
o 
in 
u 
M 
x: 
u 
(0 
a> 
s 
(d 
< 
3 
X 
0) (0 
CD 
00 • . - CO T - m 
CO 
(O 
CO 
CM 
CM l O 
l O 
(D 
CO 
c 
c 
o 
o 
3 
Ul 
IT 
CL 
U 
o 
to 
o 
CO » - CM U) 
Oi 
3 
o 
u 
sz 
•p 
3 
o. 
x: 
(0 
u 
o 
a 
CO , - CO T - i O 
(0 
(0 
o 
> 
c 
at 
i_ 
o 
a 
> 
O 
X 
CO 
a> 
<•-
•^ -X 
^^ 
<•-
^» 
o CA 
I . 
5 
E 
O 
X 
>> 
^-
•^ 
E (0 
u. 
CA 
T3 
C 
o 
•^ • l -
u. 
(A 
« 
> 
f — 
4-> 
CO 
r^ 
o 
cr 
4J 
c O M 
E O 
C f -
s- o 
o c 
> o 
o o> 
o < 
o (A 
c 
o 
a. (A 
0) 
a: 
o 
z 
< 
O 
» - CM CO l O <o 
O 
c 
c 
o 
CA 
I -
o 
a. 
UJ 
u 
cc 
o 
U3 
:J ^  « 
instilling the spirit of entrepreneurship in the 
1 
entrepreneurs. 
Table-5.6 revealed that most of the entrepreneurs in 
all districts of Gorakhpur division were motivated by 
self/wife and family members. In Azamgarh district 8 
entrepreneurs (53.37o) and in Gorakhpur and Maharaj Ganj 
districts 7 entrepreneurs (46.67o) were motivated by self and 
wife. In Deoria and Sidharth Nagar districts 5 entrepreneur^ 
(33.37o) were motivated by family members. The importance of 
family members and friends were second and third in all 
districts of Gorakhpur division. The role of Government 
agencies as the prime motivator of entrepreneurship was 
insignificant. 
So there is inherent zeal and voluntary acceptance of 
entrepreneurship in all districts of Gorakhpur division. From 
this it could be concluded that entrepreneurship is the 
result of an encouragements and active support of the wife 
and family members apart from the individual's initiative. 
1. Murthy BEVV Narasimba, Entrepreneurship in Small Towns, 
op. cit., p.110. 
Ui ^  (i 
Compelling Reasons: 
However many a time it is the compulsion rather than 
the ambition that leads the men to success. Some time the 
initial ambition and the opportunities may clash with each 
other. Then the destiny is shaped by the compulsion of the 
situations. Sometimes all of a sudden my be thrown out of 
the present occupation. There are cases of people trying 
their level best to seek petty employment positions and as a 
matter of lost resort becoming petty trader or employee and 
ultimately entering entrepreneurial activities on 
disproportionate scale and making millions of rupees and 
providing employment to others. Such is the role the element 
of compulsion plays in one's life. Hence, it is appropriate 
to examine the reasons that might have compelled the 
1 
entrepreneurs to pursue entrepreneurship. 
Table-5.7 shows that dissatisfaction with job so for 
held an occupation pursued was the number one compulsion 
that has driven most of the entrepreneurs to the threshold 
of entrepreneurship in Gorakhpur, Deoria, Basti and Mau 
1. Gangadhar Rao, N. Entrepreneurship in Industrial Estate, 
A study with special reference to coastal Andhra, 
unpublished- Ph.d. thesis, submitted to the Andra 
University, Waltair, April 1978. 
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districts, while in Azamgarh, Maharaj Ganj and Sidharth Nagar 
districts employment was the number comparision. As shown in 
Table-5.Z, 8 out of 15 in Gorakhpur district and 6 out 15 in 
Deoria, Mau, Azamgarh and Sidharth Nagar districts ranked it 
as number compulsion. Employment was reported to number two 
compulsion for 4 (26.6%) entrepreneurs, 3 (207o), 4 (26.67J 
and 5 (33.5%) entrepreneurs in Gorakhpur, Deoria, Basti and 
Mau district respectively. Dissatisfaction with the job so 
for held or occupation pursued so far was reported to the 
number two compulsion for 4 of them in Azamgarh and Maharaj 
Ganj districts and 3 (207o) of them in Sidharth Nagar. Making 
use of idle funds was ranked third in Basti, Mau, Azamgarh, 
Maharaj Ganj and Sidharth Nagar districts but it was rated 
fourth in Gorakhpur and Deoria districts. Make use of 
technical professional skills was reported third by 13.3 
percent and 20 percent in Gorakhpur and Deoria districts 
respectively but it was rated fourth by 133 percent, 6.6 
percent, and 13.,3 percent in Basti, Mau, Azamgarh, Maharaj 
Ganj and Sidharth Nagar districts. Other compelling reasons, 
the maintenance of large families etc. were in significant. 
It may be infered that the entrepreneurs wanted to capitalise 
their technical and professional skill for themselves than 
working for other. It may be said that entrepreneurs turned 
to entrepreneurship because their aspirations are nore than 
what normally jobs provide for. They felt that their 
abilities are certainly more than what the job requires. 
Perhaps they intend to capitalise their extra abilities by 
starting enterprises of their on. 
Finance hold the key to all business activity. it is 
to life blood of business in any productive sphere and works 
as guide for regulating investment decisions and 
expenditure. Finance is a common denominator. A major 
proportion of the plan polices and objectives of any 
organisation whether in large industry sector or in small 
1 
sector is explained and interpreted in financial term. 
In the present chapter an attempt has been made to 
analyse the source of capital and assess the profitability 
and financial problem faced by entrepreneurs of Gorakhpur 
division. Without proper financing there can be no efficient 
planning of entrepreneurship, no purchases of material, no 
marketing no any fair profit. 
In this section of study an effort has been made to 
identify the sources of capital at the time of the inception 
1. Gupta, M.C., Entrepreneurship in Small Towns 
op. cit., p.169. 
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of the units and at present, composition of the total capital 
etc. 
Table-5.8 shows that how initial finance was arranged 
by the entrepreneur. The entrepreneurs of 20 (19 percent) 
units relied exclusively on their own funds and the remaining 
ones sought outside assistance also in building up the 
capital structures of their enterprises. I was found that 34 
(32.3 percent) entrepreneurs obtained financial assistance 
from commercial banks, 22 (20.9 percent) entrepreneurs 
borrowed from term lending institutions (developments banks) 
and 18 (17.1 percent) entrepreneurs sought financial 
assistance from their friends and relatives and II (10.4 
percent) entrepreneurs managed their finance by borrowing 
from the indigenous bankers. 
Table-5.8 also reveals that 7 (46.6 percent) 
entrepreneurs are borrowing loan from commercial banks in 
Azamgarh and Maharaj Ganj districts while in Basti district 
only one entrepreneur depends upon the commercial banks. 
There are few branches of industrial banks in Gorakhpur 
division. These financial institutions provided financial 
assistance to 6 (40 percent) entrepreneurs in Gorakhpur 
district 4 (26.6 percent) entrepreneur in Basti district and 
1 (6.6 percent) entrepreneurs Maharaj Ganj district. The 
table also shows that banks have provided greater attention 
u w •! 
to the financial need for entrepreneurs of all districts of 
Gorakhpur division except Gorakhpur district where 40 percent 
of entrepreneurs depend upon term lending institutions. So 
far as indigenous banks are concerned it played insignificant 
role in Gorakhpur division 4 percent entrepreneurs are 
received financial assistance from indigenous banks in Deoria 
and Basti districts. In present study, there are no 
entrepreneurs in Gorakhpur and Sidharth Nagar districts who 
have received any financial assistance from indigenous banks. 
It has been observed that biggest enterprises, are often able 
to attract bank and institutional credit the smaller 
enterprises, get small amount of institutional finance and 
have to meet their financial needs from non institutional 
sources at exhorbitant rates of interest. 
After nationalisation of commercial banks, 
entrepreneurs of bank ward communities are provided more and 
more financial assistance. Keeping in view this trend, we 
have made an attempt to make a comparative study between the 
units established before 1980 and after 1980 regarding that 
sources of finance at the time of the inception of the units 
in order to evaluate whether there has been any significant 
change in the pattern of these. 
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Table 5.9 shows that out of 41 entrepreneurs who 
established their units before 1980 14 (34.1 percent) 
entrepreneurs started their units exclusively with their own 
funds, Out of 64 entrepreneurs who set up their units after 
1980 (after nationalistion of six commercial banks) only 6 (9 
percent) entrepreneurs depended totally on their own capital. 
The majority of entrepreneurs of backward communities who 
started their units after 1980 took financial help of the 
outsiders. In the same way out of 41 entrepreneurs who set up 
their units before 1980, 10 (24.37o) entrepreneurs took loans 
from commercial banks and 2 (4.8 percent) entrepreneurs 
borrowed from the term lending institutions and promotional 
agencies. Of the entrepreneurs who set up their units after 
1980 as much as 24 (37.5 percent) entrepreneurs started their 
units with the borrowings from banks and 20 (31.1 percent) 
entrepreneurs took loans from the promotional agencies. It 
was also observed that the entrepreneurs who set up units 
before 1980, depended much on the borrowings from the 
indigenous bankers in comparison to the entrepreneurs who set 
up their units after 1980. Out of 49 entrepreneurs 8 (145 
percent) entrepreneurs took loan from the indigenous bankers 
before 1980 while only 3 (4.6 percent) entrepreneur took 
loans from the indigenous-bankers after 1980. It is cleared 
that units established after 1980 have greater tendency to 
rely on institutional finance than those of the units 
• > J •» 
LI -J '•* 
established before 1980. This change has been mainly caused 
by the nationalisation of 20 commercial banks and 
reorientation of the banking policies. 
Size of Present Investment in the Units: 
In view of the varied patterns of the economic 
background of entrepreneurs of backward communities and 
nature of enterprises, it may be interesting to dilate upon 
the pattern of investment in the units covered under this 
study. 
The 5.10 revels that 33 (32.2 percent) units have an 
investment from Rs.25000 to Rs.50000, 30 (28.5 percent) units 
from Rs.50000 to 100000, 26 (24.7 percent) units from 
Rs.100000 to Rs.500000 and 16 (15.2 percent) units from 
Rs.500000 to above to above. In Gorakhpur district highest 
amount has been invested while in Sidharth Nagar and Azamgarh 
districts lowest amount has been invested by entrepreneurs of 
backward communities. The main reason behind comparatively 
Gorakhpur is most developed district among all districts of 
Gorakhpur division, so entrepreneurs of Gorakhpur district 
have to invest more and more money to face competition. 
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Financial Problem of the Entrepreneurs of Backward 
Communities: 
It was also observed that entrepreneurs are facing the 
acute financial problems. Long term financial needs of the 
entrepreneurs of backward communities are met from their own 
resources and through the loans provided by UP Finance 
Corporation and U.P. State Industrial Development Corporation 
(UPSIDC). It was observed that the respondent are not aware 
of the institutional financing facilities in the Gorakhpur 
division. Only a few entrepreneurs of backward communities 
have availed of the facilities. During investigation, the 
entrepreneur reported some problems in raising the loans from 
financing institution. 
It was observed that entrepreneurs of backward 
communities are utterly dissatisfied with the working of U.P. 
Finance Corporation and U.P. State Industrial Development 
Corporation and other agencies which are engaged in promotion 
of entrepreneurship among backward communities. The 
entrepreneurs have to repay the first instalment of loan 
taken from U.P. Finance Corporation and UPSIDC after the 
expiry of one year. According to the respondent this period 
is very inadequate because normally a unit does not come at 
profit earning level within short period. So withdrawal of 
loan from entrepreneur becames a big problem to them. The 
235 
entrepreneurs reported that high interest rate changed by 
financial institution. So they are unable to take money for 
entrepreneurial development. 
Conclusion: 
The financial institution and banks are not taking 
proper interest in promoting the enterprises of backward 
communities, by which the new entrepreneurs are not coming 
into existence. Some existing units to backward communities 
have became sick due to the problems of financing assistant 
of law materials and mis-management. 
Apart from this, commercial banks have provided 
financial assistance to entrepreneurs of district head 
quarters. In rural and semi-urban areas, the entrepreneur of 
backward communities could not avail the banking facilities. 
This is well known fact that unless and until these financial 
institutions are not opened in urban areas of districts and 
render financial and other aids there are freak chances of 
development of entrepreneurship in Gorakhpur division. 
It is observed that for the development of some 
districts of Gorakhpurs division that main obstacles due the 
lack of entrepreneurship, capital and finance. If finance 
and resources are provided by the state to the 
236 
entrepreneurs even then without dedicated entrepreneurs, real 
industrial development is not possible. The main emphasis of 
central and state Governments in this division should be to 
encourage to entrepreneurs of backward communities because 
entrepreneurs of these communities prefer to opt for service 
profession. In the next chapter the main conclusions and 
findings of this study will be discussed. 
Chapter VI 
FINDINGS AND CONCLUSION 
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In the preceding chapter, the role of financial 
institutions of Gorakhpur division in entrepreneurial 
development has been discussed. Here in the final chapter of 
the thesis, the findings and conclusions of the whole work 
will be presented. 
Enterprise is probably as old as human history. The 
spirit of enterprise makes a man an entrepreneur. In fact 
entrepreneurs, are persons who initiate, organise, manage and 
control the affairs of a business unit by combining the 
factors of production for supplying goods and services. It 
may pertain to agriculture, industry, trade and other 
profession. The function of an entrepreneur is a significant 
activity which reflects in the over all development of the 
country, states and particular area. An analysis of the 
growth and development of entrepreneurship in India reveals 
that industrial entrepreneurs have played a vital role in the 
economic development. 
In U.P. also, the growth of entrepreneurship has acted 
as a catalyst of development of small scale industrial units 
in state. During the past few years, there has been faster 
development of engineering, chemical, electronic and agro-
based industries in the state. In order to accelerate the 
development of small industries in backward region the state 
2:?8 
government has taken some concrete steps in recent past. 45 
out of 63 districts of the state have been declared 
industrially backward. The new strategy adopted by the state 
Government is to strengthen the DIC's and other functionaries 
so that the establishment of new small industries in backward 
region could be properly assisted and supervised. 
The objective of this study is to evaluate the 
performance of financial institution in the development of 
entrepreneurship among backward communities. A brief and 
selective review of the literature on entrepreneurship may 
not be out of context. Many scholars have shown greater 
interest in studying the various aspects of entrepreneurship 
in India. Among these studies of entrepreneurship notable 
are those of N. Gangadhar Rao, Gupta, M.C., Murthy, BEVV 
Narsimha, Bhannshali, S.G., Sharma, R.A., Karulkar, R.P., 
Tandon, B.C., Mishra, M.N., Katridayal and Awasthi, Gaikwad & 
Tripathi, Jinna and Saxena, Small Industry Extension Training 
Institute. 
All the above studies helped in evaluating the 
characteristics qualities of regional and ethnic groups in 
the pursuit of entrepreneurship. A look at the studies made 
so far, give a clear indication that most of them have 
studied about the entrepreneurship in a particular sector or 
entrepreneurship in particular segment of such sector. There 
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are also studies confined to entrepreneurship either among 
particular caste groups or among particular families. 
As a part of the study, it is proposed to test the 
following hypothesis. Hypothesis (1) The entrepreneurship 
of backward communities could not avail of the facilities 
(2) Entrepreneurs of backward communities have done something 
in the field of trading and farming rather than in 
1 
industries. 
The study has based on the primary as well secondary 
data. The source of secondary data are as journals, reports, 
periodicals, statements, government publications and other 
literature. The primary data collected from the 
entrepreneurs of backward communities of Gorakhpur division. 
The social base of entrepreneurship is an important 
factor influencing the pace of economic development. In 
several countries entrepreneurs have emerged from a 
particular socio-economic class. In India entrepreneurship 
is confined to a few groups as communities. The spirit of 
enterprise did not permeate among backward communities of the 
society. Backward communities are such castes and classes 
24 a 
that have been declared socially and educationally backward. 
In this study, scheduled castes, scheduled tribes and other 
backward classes (DBCs) are included in backward communities. 
The entrepreneurial development in a country depends to 
some extent on the supply of finance. In India like other 
countries, the big and established industrialists can always 
raise money for their projects. But new entrepreneurs and 
fresher had to depend upon a limited circle of friends and 
relatives for raising money. It is, therefore, necessary to 
have special agencies to provide industrial finance for this 
groups of entrepreneurs. 
After independence, starting with the establishment of 
Industrial Finance (IFCI) in 1948 a number of development 
banks (IDBI, ICICI, IRCI, SIDBI etc.) have been set up at 
all ndia level for accelerating the development of large 
medium and small scale sectors by providing financial and 
various other development assistance. 
It has been observed that the IFCI provide medium and 
long term credit to large scale industries organised as 
Public limited companies or Co-operative societies 
incorporated in India engaged as proposed to engage in 
manufacturing, preservation and processing of goods, mining, 
generation and distribution of electric power or any other 
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form of power, transport, shipping and hotel industries. The 
IFCI has made a significant contribution to the growth and 
development of Indian industry during the last 40 or more 
years of its existence. 
It has been observed that almost all states and union 
territories have been covered by the IFCI's assistance during 
the past forty two years except the state of Mizoram and 
Union Territories of Daman Diu and Lakshadeep. Under the 
leadership of IDBI, the IFCI conducted industrial potential 
surveys of less developed states and union territories in the 
country. Assistance sanctioned to projects in backward areas 
during 1990-91 amounted to Rs.1406.8 crore registering a 
growth of 38.97, and increasing their share in total 
1 
assistance to 47.4% from 44.1% 1989-90. The IPCI 
contribute a sum of Rs.5 lakhs to Xavier Institute of Social 
Service, Ranchi for setting up Village and Tribal 
Entrepreneurship Development Centre. It has been also 
observed that IFCI plays a significant role in the 
development of entrepreneurship along with other financial 
institutions. The IFCI has served the purpose of 
entrepreneurial development in the country especially among 
the backward communities. 
zn 
The Industrial Development Bank of India (IDBI) played 
a significant role in entrepreneurial development in India. 
The IDBI has been assigned a special role in the matter of 
planning, providing and developing industries to fill vital 
gaps in industrial structure. The IDBI provides various 
kinds of facilities and services to entrepreneurs of backward 
communities and backward region. 
It has been observed that cumulative net financial 
assistance sanctioned by the IDBI during the period of 27 
years, ended 31st March 1991 amounted to Rs.45841.6 crore 
including assistance to small sector upto 1989-90 of which a 
sum of Rs.34656.6 crore was disbursed. The assistance 
sanctioned by IDBI to backward areas aggregated Rs.2685.5 
crore in 1990-91 recording a growth of 61.4% over the 
assistance of Rs.1663.3 crore sanctioned in 1986-87. On a 
cumulative basis upto end March 1991, sanctioned to projects 
in backward areas aggregated Rs.19062.1 crore more than 417o 
of total amount sanctioned in backward area for development 
1 
of industrial projects in India by the IDBI. 
Industrial Credit and Investment Corporation of India 
(ICICI) was set up for promoting industrial enterprises in 
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the private sector. The ICICI provides project finance 
assistance to industrial concerns by way of rupee and foreign 
currency loan, underwriting and direct subscription to 
shares/debentures and guarantees. 
It is pointed out that assistance sanctioned by ICICI 
in 1990-91 aggregated Rs.3861.1 crore, recording a growth of 
35.47o on top of a growth of 38.6% in 1989-90. Disbursements 
went up by 45% to Rs.1967.5 crore in 1990-91. The industries 
which received bulk of ICICI's project finance sanction in 
1990-91 were chemical and chemical products Rs.572.5 (20.2%); 
basic metals Rs.385.4 crore (13.6%) electrical and electronic 
equipment Rs.3615 crore (11.2%), Textiles Rs.247.2 crore 
(18.7%) and Cement Rs.237.8 (8.4%). It is also pointed out 
that total financial assistance sanctioned to backward areas 
by ICIC upto 31st March 1991, Maharashtra claimed highest 
assistance of the order of Rs.920 crore (17%) followed by 
Uttar Pradesh with in assistance of the order of Rs.724.6 
crore (12.42%) Gujrat with an assistance of 719.7 crore 
(12.34%) Andhra Pradesh with a assistance of Rs.535.8 crore 
(9.18%) and Madhya Pradesh with an assistance of Rs.43.50 
crore (7.45). 
Small Industries Development Bank of India (SIDBI) is 
setup as a wholly-owned subsidy of Industrial Development 
Bank of India (IDBI). It is designed to function as the 
24 4 
Principal financial institution for promotion, financing and 
development of Industry in the small sector. The SIBDI's 
sanction and disbursement amounted to Rs.2823.8 crore and 
2253.2 crore respectively. It has been observed that 
assistance sanctioned to units in backward areas aggregated 
Rs.896.6 crore. Of the total financial assistance disbursed 
to backward areas by Small Industries Development Bank of 
India during 1990-91, U.P. has received largest share of 
assistance Rs.795 crore (11.44%) followed by Tamil Nadu with 
68.3 crore (9.84%), Gujrat and Andhra Pradesh have received 
1 
Rs.68 crore (9.78%) and 62.5 crore (8.99%) respectively. It 
is also observed that SIDBI provides assistance to financial 
well industrial developed states rather than in backward 
states. Nearly 40 per cent of total assistance sanctioned 
and disbursed by SIDBI went to industrial developed state 
Maharashtra, Gujarat, Tamil Nadu, Karnataka and Uttar 
Pradesh. In the light of above observation, the industrial 
backward states Assam, Bihar, Orissa, Madhya Pradesh and 
Arunachal Pradesh should be given more assistance eradicating 
the regional imbalance. 
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The Life Insurance Corporation of India occupied a 
unique position among the financial institutions that operate 
in India money market. The LIC have been playing a key role 
in Capital market as a buyer of Industrial securities and as 
underwriters of new issues in the private sector. 
It has been observed that cumulative net financial 
assistance sanctioned by Life Insurance Corporation of India 
upto end 31st March 1991 amounted Rs.4334 crore of which a 
sum of Rs.3296.2 crore was disbursed. The assistance 
sanctioned by LIC to the industrial sector during 1990-91 
increased by 19 per cent to Rs.6881 crore from Rs.578.2 
crore in 1989-90. Disbursement however declined by 6.1 per 
cent to Rs.427.4 crore from 455.2 crore in 1989-90. It has 
been also observed that LIC formed well industrial developed 
states viz. Maharashtra, Gujarat, West Bengal, Tamil Nadu 
rather than industrial backward states like Bihar, Orissa, 
Rajasthan, and Assam. Nearly 60% of total assistance 
sanctioned and disbursed. It has been found that the 
business of a commercial banks is primarily to hold deposits 
and loan and investment with the object of security profit 
for its shareholder. For development of entrepreneurship, 
the commercial bank designed and implemented various schemes. 
Under Self-employment Scheme for Educated Unemployed Youth 
(SEEVY), 30% of beneficiaries should belong to scheduled 
ZiS 
castes and scheduled tribes. In 1990-91, 54700 educated 
youth are benefitted as against 97000 in 1989-90. 
It has been observed that under the Integrated Rural 
Development Programme (IRDP) banks had assisted 28.98 lakh 
beneficiaries in 1990-91 and disbursed a total amount of 
Rs.1190.3 crore as loan and Rs.808.87 crore as subsidy. Out 
of the 28.98 lakh beneficiaries assisted during the year 
14.46 lakh belonged to scheduled castes and scheduled tribes. 
In the light of above observation it can be pointed out 
various financial institutions like IFCI, IDBI, ICICI, LIC 
and LITI etc. are investing their mobilised money in 
different sector and areas of the country for development of 
entrepreneurship. These institutions provide financial 
assistance to entrepreneur of backward communities and 
backward areas. But these institutions have inclined towards 
industrial developed states. No satisfactory steps have been 
taken to eradicate the regional imbalance in industrial 
development. 
Uttar Pradesh is still one of the industrially backward 
states in the country. The most districts of state are still 
industrially and economically backward. The entrepreneurial 
activity are captured by upper castes (viz. Brahmin, 
Kshatriya, Vaishya etc.) while backward communities are 
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inclined toward agricultural activities rather than 
industrial activities. In order to accelerate the 
development of industries in backward regions the state 
government has taken some accelerate steps. The most 
backward districts have been declared industrially backward. 
The U.P. State Industrial Development Corporation Ltd. 
developes land in industrially potential areas and provides 
sites or sheds to entrepreneurs on easy term. The 
corporation provides infrastructural facilities to the 
entrepreneurs by developing industrial areas. 
It has been observed that the UPSIDC has acquired 38978 
acres of land in 50 districts of the state and has 
established approximately 120 industrial areas at different 
location. The Corporation has allotted 19684 acres to 
entrepreneurs up to end of March 1991 while 38978 acres land 
were acquired during 30 years. The Corporation has acquired 
2566 acres land in 1990-91 as against 1491 acres land in 
1982-83 showing 727, increase during 9 years. 802 acres was 
allotted to entrepreneurs by the Corporation by 1982-83. Now 
it has grown to 1615 acres In 1990-91. 
The Uttar Pradesh Financial Corporation has played a 
pivotal role in entrepreneurship development in U.P. The 
Corporation caters to need of the Handloom Weavers of the 
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state. It has formulated Transport Operator Scheme to assist 
the drivers in Hill Areas to acquire new vehicles by 
providing term loan to the extent of 857o of the Chasis and 
body. Assistance under the scheme is also available to SC/ST 
and Ex-servicemen in other areas of state by way of term loan 
to the extent of 85% (for SC/ST) and 75% (for Ex-servicemen) 
of the cost of chasis and body. 
It has been observed that the Corporation has 
sanctioned Rs.172.37 lacks and Rs.1166.84 lacs to 
entrepreneurs of backward and minority communities 
respectively. The Corporation disbursed a amount of 
Rs.116.93 lacs and Rs.811.6A lacs to entrepreneurs of 
backward class and minority communities. The UPFC sanctioned 
Rs.326.38 lacs in 1970-71. It has risen to Rs.19968.85 lacs 
in 1990-91. The total disbursement was Rs.27.63 lacs in 
1970-71 which has risen to Rs.12165.54 lacs in 1990-91. The 
UPFC has disbursed highest amount to Rs.15276.60 lacs in 
1 
1989-90. 
U.P. Scheduled Castes Finance and Development 
Corporation provides various scheme and services for 
entrepreneurial development among backward communities 
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especially scheduled castes. It was pointed out that 
entrepreneurs of scheduled castes are benefitted with scheme 
of Margin Money Loan. The total number of benefitted 
families under "Margin Money Loan" was 30011 in 1980-81 as 
the target was 30092, has risen to about 49428 in 1985-86. 
The entrepreneurs of scheduled class were provided financial 
assistance Rs.122.00 lacs in 1980-81 which has increase in 
Rs.190.23 lacs in 1985-86, showing an increase of 47.7 per 
cent. 
U.P. Minorities Financial & Development Corporation was 
set up in 1984. The main object of the Corporation is to 
ensure all round socio-economic development of minorities 
(Muslim, Sikh, Christian, Parsi and Buddhist). The UPMFDC 
has provided various schemes and services for development of 
entrepreneurship among minorities communities of the State. 
It has been observed that assistance provided by U.P. 
Minorities Financial and Development Corporation under Margin 
Money Loan Scheme aggregated Rs.101.41 lacs to 1035 units in 
1991-92 recording a growth 262.177, over the assistance of 
Rs.28.00 lacs to 149 units provided in 1986-87. The UPMFDC 
has organised 4 training camps in 1990-91 under 
Entrepreneurial Development Programme as against 3 camps have 
been organised in 1989-90. 
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The fifth chapter is devoted to highlight the role of 
financial institutions of Gorakhpur division in 
Entrepreneurial development among backward communities. In 
this study an effort has also been made to identify the 
sources of capital at the time of inception of the business 
units and the present composition of the total capital etc. 
in enterprise. On the whole, 105 units have been selected 
from seven districts of Gorakhpur division viz. Gorakhpur, 
Deoria, Basti, Siddhartnagar, Maharajganj, Mau and Azamgarh. 
15 units have been selected from each district in order to 
make a comparative study relating to entrepreneurship among 
backward communities of these selected districts. 
It has been observed that in Gorakhpur division 
individual proprietorship is the most popular of all kinds of 
organisation. It could be seen that 53.37. of entrepreneurs 
at Gorakhpur, 53.3 per cent at Deoria, 46.6 per cent at 
Basti, 46.6 at Azamgarh, 66.6 per cent at Maharajganj and 
53.3 per cent at Siddharth Nagar were proprietory concerns. 
Partnership is also a popular form of organisation in 
Gorakhpur division. Out of 105 entrepreneurs 40 (38.9") 
1 
entrepreneurs are engaged in partnership form. 
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So far as private Limited company is concerned, 
Gorakhpur and Siddharth Nagar districts have claimed highest 
number of units 2 (13.3 per cent) while the Deoria, Basti, 
Mau to Azamgarh have only one units (6.67o) of private limited 
company form of organisation. In Maharajganj no unit is 
found in private limited company form. 
It has been reported that out of 105 respondents 
covered in the study 71 (67.6 per cent) entrepreneurs belong 
to other backward communities except minority backward 
communities, 25 (23.8 per cent) entrepreneurs to minority 
backward communities and 9 (8.5 per cent) entrepreneurs to 
scheduled castes. There is no tribal entrepreneurs in 
Gorakhpur division under this study. Bannias are 
traditionally engaged in trade and other entrepreneurial 
activities. The entry into business activities is mostly 
confined to certain castes o-f backward communities. 
Entrepreneurs of backward communities of Gorakhpur 
division are not well educated 45 (42.8 per cent) are high 
school plus, 30 (28.5 per cent) are less than high school, 26 
(24.7 per cent) are graduates and post-graduates and 
remaining 4 (3.8 per cent) are found in the degree or diploma 
in engineering. So in Gorakhpur division 101 (96.27o) 
entrepreneurs of backward communities are non-technical and 
t:->l 
the remaining 10 (9.5 per cent) are technically qualified as 
1 
they hold degrees or diploma in engineering. 
It has been observed that 37 (35.27o) units are situated 
in the industrial estates, 19 (18.97o) in the industrial areas 
and the rest 49 (46.6 per cent) units outside the industrial 
estates and industrial areas. It was also observed that most 
of the units which located inside the town are old. 
It was observed that most of the entrepreneurs in all 
districts of Gorakhpur division were motivated by self/wife 
and family members. In Azamgarh district 8 (53.3%) 
entrepreneurs and Gorakhpur and Maharajganj district 7 
(46.67o) entrepreneurs were motivated self and wife. In 
Deoria and Siddhartnagar districts 5 (33.37,) entrepreneurs 
were motivated by family members. The role of Government 
agencies as the prime motivation of entrepreneurship was 
insignificant. So there is inherent zeal and voluntary 
acceptance of entrepreneurship in all districts of Gorakhpur 
division. 
The entrepreneurs of backward communities of Gorakhpur 
division were asked to rank the different ambition in order 
of importance. It has been found that the ambition of 
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continuing family activity was ranked first by 8 (53.3) 
entrepreneurs in Gorakhpur district where as securing self 
employment was ranked first by 9 (607o) units in Azamgarh 
district. So far as making money ambition is concerned 4 
(267o) entrepreneurs are ranked first in Basti and Mau 
district. In Gorakhpur, Mau and Azamgarh distrir . 1 (13.3%) 
units ranked first to Gaining social prestig.-"- P"or rnost of 
the entrepreneurs in all districts of Gorakhpur division, the 
ambition of continuing family occupation, securing self 
employment and making money are the lead ambition. 
Finance holds the key to all business activity. It is 
the life blood of business in any productive sphere and 
works. In this study an efforts has been made to identify 
the source of capital at the time of the inception of the 
units and at present, composition of the total capital etc. 
It has been found that 20 (197o) entrepreneurs relied 
exclusively on their own funds and remaining ones sought 
outside assistance also in building up the capital structures 
of their entrepreneurs. It was also found that 34 (32.3 per 
cent) entrepreneurs obtained financial assistance from 
Commercial banks, 22 (20.9 per cent) entrepreneur borrowed 
from term lending institution (development banks) and 18 
(17.l7o) entrepreneurs sought financial assistance from their 
friends and relatives and 11 (10.4 per cent) entrepreneurs 
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managed their finance by borrowing from the indigenous 
bankers. 
It has been observed that out of 41 entreprene-^s who 
established their units before 1980, 14 (34.1 per cent) 
entrepreneurs started their units exclusively with their own 
fund. Out 64 entrepreneurs who set up their units after 1980 
only 6 (9 per cent) entrepreneurs depended totally on their 
own capital. The majority of entrepreneurs of backward 
communities who started their units after 1980 took financial 
help of the outsiders. In the same way, out of 41 
entrepreneurs, 10 (24.37o) entrepreneurs took loan from 
commercial banks before 1980, while 24 (37.57o) entrepreneurs 
started their units with the borrowings from banks. It was 
also observed that the entrepreneurs who set up their units 
before 1980, depended much on borrowings from the indigenous 
bankers in comparison to the entrepreneurs who set up their 
units after 1980. Out of 41 entrepreneurs 8 (19.5 per cent) 
entrepreneur was took loan from the indigenous bankers while 
only 3 (4.6 per cent) entrepreneur took loans from the 
1 
indigenous bankers after 1980. 
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It has been observed that 33 (32.27o) units have an 
investment from Rs.25000 to Rs.50000, 30 (28.5 per cent) 
units from Rs.50000 to 100000, 26 (24.7 per cent) units from 
Rs.100000 to 500000 and 16 (15.2 per cent) units from 
Rs.500000 to above. In Gorakhpur district highest amount has 
been invested while in Siddharthnagar and Azamgar districts 
lowest amount has been invested by entrepreneurs of backward 
communities. 
In the light of above observation it can be pointed 
that entrepreneurs are facing the financial problems. The 
short term and long term financial needs of the entrepreneurs 
of backward communities are met from their own resources and 
through the loan provided by various Commercial bank and 
developments banks (UPFC and UPSIDC) respectively. The 
entrepreneurs are not aware of the institutional financing 
facilities in the Gorakhpur division, only a few 
entrepreneurs of backward communities have availed of the 
facilities. 
The financial institutions and banks are not taking 
proper interest in promoting the entrepreneurs of backward 
communities by which the new entrepreneurs are not coming 
into existence. Some existing units of backward communities 
have become sick due to the problem of financial availability 
of raw material and mismanagement. 
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In conclusion, it may be observed that for the development of 
entrepreneurship in Gorakhpur division the main obstacles are 
the lack of capital and finance. Short term financial needs 
of entrepreneurs are met from the own resources and through 
the loans provided by Commercial banks and rural banks, but 
they can not take loans for long term from Commercial banks. 
The role of development banks in Gorakhpur division is not 
satisfactory. The entrepreneurs of backward communities in 
general are not aware of the institutional financial 
facilities in the state and Gorakhpur division. Most of the 
entrepreneurs have depended on own resources. The 
entrepreneurial activities are confined to some castes of 
backward communities. The entrepreneurs of scheduled castes 
and muslim prefer to opt profession over business. As a 
result of this the role of financial institutions are not 
satisfactory in the promotion of entrepreneurship among 
backward communities. These institutions should liberalise 
the terms and conditions for generating the financial 
assistance to entrepreneurs of backward communities. 
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The Questionnaire 
Dear Respondent 
This questionnaire is a part of my Ph.D. thesis. I 
would be grateful if you could answer the following few 
questions. Please do not rush through questions and think 
well before answering each question. All the information 
will be kept confidential and will only be used for academic 
purpose. You generous cooperation will help me a lot in 
attaining my objective. 
With thanks, 
Yours sincerely, 
(Tanweer Akhtar) 
Deptt. of Commerce 
A.M.U. Aligarh 
Please tick, rank, or write answer to the questions as the 
space provided as instructed. 
(a) General Information relating to Unit 
1. Name of the enterprise: 
2. Locality (a) Town (b) District 
3. Form of Organisation 
(a) Sole Proprietorship 
(b) Partnership 
(c) Private Limited Company 
(d) Public Limited Company 
(e) Co-operative Society 
L':i2 
4. Location of the Unit 
(a) Inside the Town 
(b) Industrial Estate 
(c) Industrial Area 
5. Please mention the factors which led to the present 
location of the enterprise 
(a) Residence 
(b) Established business 
(c) Own land 
(d) Absence of Competition 
6. Which of the following communities do you belong? 
(a) Scheduled Caste 
(b) Scheduled Tribe 
(c) Other backward Communities (except minority backward 
communities) 
(d) Minority backward communities 
7. Which sub-caste do you belong: 
7b. Education of Entrepreneur: 
(1) High School 
(2) High School Plus 
(3) Graduate and Post-graduate. 
(4) Technical & Engineering 
Motivating and Facilitating Factors 
8. Which of the following ambition influenced you in 
starting the activity? (Please rank them) 
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(a) To continue family business 
(b) To make money 
(c) To secure self-employment 
(d) To fulfil the ambition of self/parents/v.-ife 
(e) To gain social prestige 
9. Which of the following compelling reason influenced you 
in starting the activity? (Please specify three reasons 
in the order of importance). 
(a) Unemployment 
(b) Dissatisfaction with the job so far held: 
(c) To make use of idle funds 
(d) To make use of technical and professional skills 
(e) Any other (Please specify) 
10. Which of the following persons motivated you starting the 
activity? 
(a) Self/wife 
(b) Family members 
(c) Friends 
(d) Relatives 
(e) Government agencies 
(f) Any others (Please specify) 
c. Financial Structure of the Unit 
11. How do you get your working capital? 
Banks/Other institutions 
12. Which of the financial institution helped you starting 
activity? 
(a) Commercial Bank 
(b) Rural Bank 
(c) Industrial Bank 
(d) Any other (Please specify) 
13. How much loan do you receive from financial institutions? 
(a) Less than 50 thousand 
(b) 50 thousand to one lac 
(c) One to five lac 
(d) More than five lac 
14. Was the loan made available to you in time? 
15. What is the attitude of financial institutions? 
(Give details) 
16. Do you have all the funds you need? 
17. What is the rate of interest which you pay? 
18. Does your profit earning capacity permit such rate of 
interest? 
19. What problems did you face in raising the initial 
finance? 
20. Give details regarding existing financial problems. 
21. Which bank/financial institutes have less number of 
formalities to get loan. 
d. Government Policy 
22. What do you think about the role of Government (State and 
central) in entrepreneurial development? 
23. Details regarding facilities, incentives, subsidies etc. 
from the government promotional agencies. 
i i . iS 
Kind of help Amount Name of the Agency Year 
24. Were you acquainted with alll kinds of incentives and 
facilities given to entrepreneurs? 
25. Please mention the government agencies with which you 
deal. 
26. Have you dealings v;ith each were satisfactory? 
If not them give the details. 
27. Do you think that the Government officials are anxious 
and lert to promote the growth of entrepreneurship 
among backward communities? 
28. Any problem arising out of the drawbacks in government 
policy regarding development of entrepreneurship among 
backward communities. Please give details. 
29. What are your suggestions for the development of 
entrepreneurship among backward communities and the 
role of government? 
30. Any thing special you want to mention? Please give 
details. 
